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INTRODUCTION 

During  the  1970's,  Indian  lioiising  has  been  the  target  of  more  than 
one  dozen  substantive  studies  performed  by  congressional,  adminis- 
trative, pubhc,  and  private  organizations.  As  a  result,  there  have  been 
a  number  of  attempts  to  correct  the  identified  problems.  To  date, 
most,  if  not  all,  have  j^roven  to  be  false  starts  in  that  there  have  been 
no  significant  administrative  or  legislative  initiatives  during  this 
I^eriod. 

In  part,  this  may  be  attributable  to  the  almost  overwhelming  com- 
plexity and  scope  of  the  problem.  The  need  for  new  housing  units  and 
renovation  of  existing  housing  for  Indian  communities  continues  to 
increase  dramatically.  The  root  causes  of  the  Indian  housing  crisis  are 
pervasive  and  the  determining  factors  are  so  unique  that  they  tend 
to  obscure  the  search  for  alternatives  for  improvement. 

It  is  clear  that  a  significant,  comprehensive,  and  coordinated  Federal 
effort  is  called  for  if  there  is  to  be  any  meaningful  change  in  the  fore- 
seeable future.  However,  the  recentty  increased  level  of  attention  di- 
rected at  what  has  been  accurately  described  as  a  crisis  in  Indian 
housing  gives  cause  to  believe  that  such  an  effort  will  be  forthcoming. 

In  July  1978,  the  Department  of  Housing  and  Urban  Development 
invited  Indian  housing  authority  representatives  to  a  national  meeting 
to  discuss  the  latest  version  of  the  proposed  new  regulations,  the 
Counselor  to  the  Secretary's  recommendations  on  Indian  and  Alaska 
Native  housing  ])rograms,  and  also  to  introduce  the  Indian  community 
to  the  new  Special  Assistant  on  Indian  Programs.  While  the  partici- 
pants were  in  Washington,  D.C.,  the  Select  Committee  on  Indian 
Affairs  took  the  opj^ortunity  to  invite  them  to  a  meeting  with  congres- 
sional staff  after  HUD's  national  meeting.  There,  participants  related 
their  frustration  at  the  failure  of  the  HUD  meeting  to  produce  mean- 
ingful dialog  and  discussion.  As  a  result,  the  chairman  of  the  Select 
Committee  on  Indian  Affairs  directed  the  chief  counsel  to  send  a  letter 
in  September  to  all  tribe  and  Indian  housing  authorities  requesting 
their  assistance  in  identifying  problems  and  suggesting  solutions. 

The  response  to  that  request  was  overwhelming,  and  led  to  a  meet- 
ing in  Albuquerque  in  December  to  which  the  Select  Committee  on 
Indian  Affairs  invited  IHA's,  House  and  Senate  Committee  and  other 
congressional  staff  to  more  specifically  identif}^  problems  and  to  dis- 
cuss and  refine  corrective  solutions,  including  those  nonlegislative  in 
nature  which  could  be  effected  through  congressional  oversight  and 
administrative  review.  It  is  out  of  this  context  and  in  direct  response 
to  the  General  Accounting  Office  report:  Substandard  Indian  Housing 
Increases  Despite  Federal  Efforts — A  Change  Is  Needed ;  that  this 
re])ort  was  prepared. 

This  report  is  not  designed  to  be  simply  another  study  of  an  endemic 
problem  situation  but  rather  to  provide  an  analysis  for  congressional 
and  administrative  decisionmakers  which  will,  with  specificity  and 
clarity,  identify  realistic  alternatives.  That  is,  this  analysis  represents 
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an  attempt  to  go  beyond  the  problem  identification  level  of  past 
studies  and  to  recommend  a  range  of  modest  and  realistic  alternatives 
which,  taken  together,  can  bring  about  significant  and  enduring  change. 
In  the  following  report,  a  series  of  problems  and  recommendations 
are  cited.  Three  primary  problem  areas  revolve  around  the  prototype 
cost  limits,  the  Davis-Bacon  wage  rates,  and  the  financing  activity  on 
Indian  trust  land.  The  correction  of  just  these  three  would  result  in  a 
significant  increase  in  housing  production,  and  measurable  progress 
toward  eliminating  substandard  housing  in  Indian  communities. 


The  followino-  photof2:raphs  represent  a  collection  of  p:raphic  illustra- 
tions of  the  present  housins:  conditions  on  some  small  reservations  and 
rancherias  in  California.  James  Fletcher,  with  the  CaHfornia  Depart- 
ment of  Housinu'  and  Community  Development,  sui)plied  the  Select 
Committee  on  Indian  Affairs  with  the  i)hoto<;Taphs.  Photo^rraphy 
credits  2:0  to  Mimi  Chambers. 
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INDIAN  HOUSING 
NEED 

In  1970,  63,000  Indian  families  lived  in  substandard  housin<^  on 
reservations  across  the  country.  In  1976,  86,500  Indian  families  were 
livin<i"  in  substandard  housin<i'.^  Durin<i"  the  same  ])erio(l,  Federal 
housing  assistance  efforts  to  Indians  declined.  As  the  overall  Indian 
reservation  i)0])ulation  increased,  the  number  of  federally  supj^orted 
new  housinu'  starts  dropped  sharply  from  about  5,000  in  fiscal  year 
1970  to  3,500  in  fiscal  year  1976. 

Stark  figures  like  these  are  helpful  in  that  they  depict  the  deteri- 
orating situation  of  Indian  housing  in  terms  of  numbers.  But  numer- 
ical categories  are  of  little  assistance  in  gaining  an  understanding  and 
sensitivity  to  the  experience  of  living  in  substandard  housing  condi- 
tions. A  substandard  house,  according  to  the  Bureau  of  Indian  Affairs, 
is  a  house  which  is  not  generally  ''decent,  safe,  and  sanitary"  and 
does  not  meet  minimal  standards  relating  to  overcrowding,  A^ear-round 
heating,  and  simple  plumbing  and  electrical  systems. 

Indian  reservations  are  located  in  some  of  the  most  isolated  areas 
of  the  United  States.  These  geographical  factors,  along  with  the  near 
absence  of  physical  infrastructure,  combine  to  exacerbate  the  dismal 
living  conditions  of  poverty  and  ill  health  existent  on  many  reserva- 
tions. Of  all  population  groups,  American  Indians  and  Alaska  Natives 
continue  to  have  the  lowest  incomes,  the  fewest  economic  oppor- 
tunities, the  highest  mortality  rates,  the  least  education,  and,  notably, 
the  worst  housing. 

There  are  approximately  650,000  Indian  people  living  on  reserva- 
tions. Migration  back  to  the  reservation  community  has  increased 
dramatically  during  this  decade,  compounding  the  shortage  of  avail- 
able housing.  Additionally,  the  demand  for  housing  will  assuredly 
mushroom  exponentially  during  the  next  10  years  since  the  median 
age  for  Indians  is  20.4  years,  causing  an  expected  sharp  increase  in 
family  formation  and  a  corollary  expansion  of  need  for  single-family 
dwelling  units  in  the  near  future. 

Most  Indian  families  live  in  rural  areas  where  the  typical  family 
dwelling  is  30  to  40  years  old  and  in  need  of  extensive  repair.  Most  of 
the  families  are  in  the  very  low  to  low  income  range,  with  large  fam- 
ilies to  each  house. 

Another  way  to  measure  the  condition  of  Indian  housing  is  to  focus 
on  the  environmentally  related  health  status  of  Indian  people.  More 
than  10  out  of  every  1,000  Indian  infants  between  the  ages  of  1  and 
11  months  die  after  they  arrive  in  their  family's  home  from  the  host 
pital,  a  rate  which  is  more  than  double  that  of  non-Indian  infan- 


1  For  a  more  extensive  description  and  documentation  of  the  Indian  housing  need,  see 
chapter  two  of  the  HUD  Secretary's  197S  Annual  Report  to  Congress  on  Indian  and 
Alaska  Native  Housing  and  Community  Development  Programs  (p.  61). 
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mortality  rates.  The  accident  rate  in  Indian  communities  is  more 
than  three  and  one-half  times  that  in  non-Indian  areas,  a  rate  in 
part  related  to  home  safety  factors. 

INFANT  MORTALITY  RATES  BY  AGE  AT  DEATH 

INDIANS  AND  ALASKA  NATIVES,  AND  U.S.  ALL  RACES 
CALENDAR  YEARS  1966  AND  1976 

RATE  PER  1.000  LIVE  BIRTHS 
25 


INDIANS  AND  ALASKA  NATIVES 


UNDER  1  DAY 


1-6  DAYS 


7-27  DAYS 


AGE 


>1966 


28  DAYS- 
11  MO'S 


-!/  ALL  RACES  ARE  ESTIMATED  EXCEPT  28  DAYS  •  11  MONTHS  WHICH  IS  PROVISIONAL 
MONTHLY  VITAL  STATISTICS  REPORT.  NCHS.  VOL.  25  NO.  13.  1977 

Source:    FY   1979   Budget   Justification  Material;    Indian   Health   Service    (DHEW) 


It  is  of  crucial  importance  that  Indian  housing-  be  considered  in 
the  context  of  the  overall  economic  development  picture  on  reserva- 
tions. Housing  assistance  programs  are  a  major  component  in  present 
reservation  economic  development  activities.  Unless  they  are  designed 
and  implemented  in  a  fashion  which  contributes  to  the  eradication 
of  the  many  other  debilitating  social  and  economic  factors  extant  on 
most  reservations,  progress  in  eliminating  Indian  housing  will  con- 
tinue to  be  thwarted. 

Federal  Involvement 

Congress,  in  the  Housing  Act  of  1949  (42  U.S.C.  §  1401),  as 
amended,  established  as  a  national  goal  that  each  American  family 
have  a  decent,  safe,  and  sanitary  home,  and  authorized  various  sub- 
sidized Federal  housing  i)rograms  to  help  meet  that  goal. 

In  1901,  public,  housing  ])r()grams  administered  by  the  De|)art- 
ment  of  Housing  and  Urban  Devel<)j)ment  (HUD)  were  made  avail- 
able to  Indians  living  on  reservations  through  Indian  Housing  Au- 
thorities (III As)  which  were  formed  to  develop  and  operate  both 
rental  and  lionieownership  j)ublic  housing  projects.  HUI)  |)r()granis 
have  since  l)een  the  major  source  of  new  housing  for  Indians. 

In  1965,  the  Bureau  of  Indian  Affairs  (BIA)  in  the  Interior  De])art- 
ment    created    its    own    Housing    Inij)r()vcnient     Program    (HIP)    to 


provide  for  the  housin^i:  needs  ol"  Indians  living  on  reservations  that 
could  not  be  met  by  HUD  i)ro<z,Tams  or  other  means.  BIA  also  ])rovi(les 
appraisals,  site  selection,  and  land  acquisition  services,  and  builds 
access  roads  lor  housin^z,'  ])rojects. 

In  addition  to  HUD  and  BIA  housing*  assistance  ])rograms,  a  lew 
Indians  have  received  housing  assistance  loans  or  loan  guarantees 
from  the  Farmers  Housing  Administration  (FmHA),  the  Veterans' 
Administration  (VA),  tribal  crecht  programs,  and  a  few  other  public 
or  private  sources. 

The  Indian  Health  Service  (IHS)  of  the  Department  of  Health, 
Education,  and  Welfare  generally  designs  and  funds  water  and  sewage 
facilities   for   most    reservation   homes. 

In  general,  Indians  living  on  reservations  have  had  to  rely  heavily 
on  Federal  ])rograms  to  meet  their  housing  needs  because  of  relatively 
low  incomes,  isolated  locations,  and  the  unique  land  ownership 
status. 


PROTOTYPE  COST  LIMITS 

The  establishment  of  a  ''prototype  cost"  limit  ^  as  a  means  of 
controlling-  costs  of  Indian  housing  does  not  provide  an  effective 
tool  with  which  to  contain  costs  nor  meet  production  goals.  Instead, 
the  prototype  system  as  presently  administered  has  built-in  escalation 
tendencies  which  encourage  initial  underestimates  of  the  real  costs, 
resulting  in  delay  producing  reduced  designs  and/or  features,  re- 
negotiations, and  rebidding. 

OwExs  Valley  Example 

The  following  is  an  example  of  the  impact  of  the  chronicalty  dis- 
jointed protot3'pe  and  delivery  system  on  costs  and  production 
achievements.  The  Owens  Valle}^  Indian  Housing  Authorit}'  in  Cali- 
fornia received  a  program  reservation  for  a  21 -unit  project  in  April 
1977.  The  program  reservation,^  like  all  others,  listed  the  number  of 
house  units,  the  size  of  the  houses  (in  terms  of  number  of  bedrooms), 
and  the  total  development  cost  for  the  project.  The  total  develop- 
ment cost  for  the  project  was  computed  by  multiplying  the  proto- 
type cost  in  use  at  that  time  by  a  factor  of  about  1.75.  Their  April  1977 
program  reservation's  total  development  cost  limit  was  formulated 
with  the  June  1976  protot^^pe  because  the  1977  prototype  had  not 
3^et  been  published. 

The  Annual  Contributions  Contract  (ACC)  ^  for  this  project  was 
awarded  in  July  1978,  more  than  15  months  later.  The  responsibility 
for  the  dela}'  falls  both  on  the  IHA  and  HUD.  The  IHA  experienced 
difficulty  in  obtaining  satisfactory  performance  from  its  architectural 
firm  and  had  to  fire  it  and  rehire,  HUD  failed  to  make  timely  approvals 
during  the  various  procedures.  But  the  primary  reason  for  the  undue 
delay  lies  both  with  the  prototype  s3^stem  itself  and  HUD's  mal- 
administration of  it. 

This  project  was  initially  based  on  the  June,  1976  prototype. 
Later,  HUD  allowed  the  IHA  to  use  the  June,  1977  prototype  limit 

^  The  prototype  cost  limit  is  the  allowable  unit  cost  of  HUD  subsidized  housing  in  a 
given  area  based  on  the  expected  costs  of  building  a  modest  dwelling  for  low-income 
people  using  a  standard  design.  Basically,  the  prototype  cost  is  the  estimated  cost  of 
an  average  house. 

2  A  program  reservation  is  awarded  an  IHA  after  it  submits  an  application  showing  need  and  preliminary 
plans  for  a  housing  project.  A  program  reservation  is  basically  an  internal  HUD  administrative  action  which 
reserves  an  unspecified  amount  of  money  sufficient  to  finance  the  construction  of  a  specified  number  of 
housing  units  for  the  project.  This  commitment  by  HUD  to  allocate  a  certain  number  of  units  to  the  IHA 
is  the  cue  for  the  IHA  to  begin  substantive  work  in  preparation  for  the  actual  construction.  It  should  be 
noted  that  the  program  reservation  always  is  given  in  terms  of  numbers  of  units  reserved  for  an  IHA,  and 
not  in  terms  of  a  dollar  amount  reserved.  The  actual  project  and  per-unit  cost  is  established  later  when  HUD 
allows  the  IHA  to  fioat  a  note  for  the  project  under  an  Annual  Contributions  Contract  (ACC)  agreement . 

3  An  Annual  Ccniributions  Contract  (ACC)  is  an  agreement  by  HUD  toanlHA  tomakeannual  financial 
contributions  sufTcient  to  amortize  the  development  and  financing  costs  of  a  housing  project  over  a  25-  or 
■tn-year  period.  HUD  makes  a  short  term  loan  to  the  IHA  afler  the  award  of  a  program  reservation.  Under 
HUD  supervisicn.thelHAlhensellstemporary  notes  to  private  investors  in  order  to  repay  the  initial  HUD 
loan.  Once  constniction  is  completed,  these  notes  are  incorporated  into  more  permanent  notes  or  bonds  on 
which  HUD  pays  the  annual  debt  service  until  the  note  or  bond  is  retired  (2.')  years  for  the  Mutual  Help 
Homeownership  Program:  40  years  for  the  Low  Income  Rent  Program). 
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for  the  project  and  when  the  ACC  was  finally  agreed  to,  the  1978 
prototype  was  used.  But  the  1978  prototype  was  precisel}^  the  same 
level  as  the  1977  ])rototype  for  Owens  Valley,  despite  inflationary 
increases  in  the  market.  HUD's  rationale  for  not  increasing'  the  proto- 
type was  that  the  last  previous  public  housing  construction  bid 
awarded  in  that  area  had  been  12  percent  less  than  the  prototype 
limit  (88  percent  of  the  June,  1977  prototype)  and,  thus,  the  1977 
level  was  deemed  high  enough  to  absorb  inflationary  increases  during 
1978.  What  HUD  failed  to  consider  was  the  fact  that  the  88  percent 
bid  was  one  of  five  bids  placed.  The  other  four  were  at  110  percent  of 
prototype.  The  88  percent  bid  was  far  below  the  normal  competitive 
level,  presumabl}^  because  the  w^inning  contractor  needed  the  job 
desperately.  In  the  end,  HUD's  failure  to  recognize  the  freak  nature 
of  the  previous  bid  level  produced  a  nightmare  for  the  IHA  in  its 
next  project. 

During  1977,  the  IHA  was  forced  repeatedly  to  revise  its  cost-per- 
unit  dowTiward  by  deleting  the  landscaping,  fencing,  and  other  regular 
budget  categories  in  order  to  come  under  the  1976  prototype  limit. 

The  project  was  finally  put  out  to  bid  in  September  1978,  1)2  years 
after  the  program  reservation  and  based  on  a  1)2  year  old  ])rotot3q3e 
cost.  Only  one  firm  bid,  and  its  level  was  at  118  percent  of  the  proto- 
type. (HUD  regional  offices  have  to  make  a  specific  exception  ap])roval 
for  bids  above  prototype  up  to  105  percent  of  prototype — HUD 
central  office  has  to  make  a  specific  exception  approval  for  bids 
between  105  and  110  percent  of  prototype — bids  110  percent  ol'  proto- 
type and  above  are  rejected).  The  IHA  made  material  cuts  and  placed 
the  21-unit  project  out  for  bid  a  second  time  in  October  1978.  The  same 
firm  bid,  again  the  lone  firm,  at  about  the  same  level;  115-118  percent. 
Likewise,  it  had  to  be  rejected  because  it  w^as  too  high.  The  cost  limits 
were  irrationally  based  on  a  market  more  than  2  years  old  w^ith  an 
annual  inflation  rate  of  between  10  and  15  percent. 

Under  the  present  j^rototype  system,  the  only  recourse  left  to  the 
IHA  in  December  1978  was  to  request  that  HUD  do  one  of  three 
things:  (a)  increase  the  Owens  Valley  i)rototyi)e  cost  limit  to  the  point 
that  it  could  be  successfully  bid  upon;  (b)  establish  a  highei*  prototype 
for  the  Owens  Valley  IHA  jiroject  separate  from  the  Lone  Pine, 
California,  prototyi)e  area  under  which  Owens  Valley  is  included ; 
or  (c)  i)lace  Owens  Valley-  under  the  Gardnerville,  Nev.,  i)rototype 
area  which  is  geograjihically  closer  to  Owens  Valley  than  is  Lone  Pine 
(and  is  also  $3,000  per  unit  higher). 

As  of  early  Januar}'  1979,  the  HUD  regional  office  has  not  yet 
res])ondod  to  the  IHA  recpiest.  Thus,  the  IHA  assumes  that  the  re- 
gional office  has  requested  that  the  central  office  give  a])i)roval  to  an 
interim  prototy])e  ujxlate.  At  best,  it  takes  '.]  to  4  months  for  an 
interim  ujxlate  to  gain  ai)])roval.  In  other  words,  the  IHA  can,  at 
best,  expect  to  receive  a  revised  ])rotot3'pe  in  May  1979,  and  award  a 
bid  by  July  1979.  If  it  is  extremely  fortunate,  the  IHA  may  see  actual 
construction  work  begin  on  the  21  houses  b}^  the  end  of  summer  1979. 
Perhaps  these  21  houses  will  be  rc^ady  for  occu])ancy  by  summer  1981, 
more  than  4/2  3'ears  after  a  solid  commitment  was  made  for  21 
houses.  The  primary  cause  of  the  delay?  A.  rigidly  inflexible  system 
of  iiuij)])ropriate  cost  control  measures  that  are  perversely  counter- 
l)ro(hic(ive. 


Timing 

The  law  re(iiiii'es  HUD  to  ])iiblish  prototyj)es  at  least  once  a  year, 
with  the  imphcation  that  it  can  be  more  often.  The  act  was  written  in 
19o7.  The  annual  rate  of  inflation  has  skyrocketed  since  that  time, 
making  it  a  near  imperative  that  HUD  publish  protot3'])es  more 
frequently.  Nonetheless,  HUD  publishes  them  only  once  each  year  in 
the  Federal  Reo^ister. 

To  comi)ound  the  ])roblem,  HUD  normally  publishes  the  prototype 
in  June,  ])recisely  halfway  through  the  ])rime  construction  period  for 
most  areas  of  the  United  States.  If  an  IHA  exercises  good  common- 
sense,  it  attempts  to  get  its  project  under  construction  in  early  spring, 
in  order  to  capitalize  on  the  longest  possible  period  of  amenable 
weather.  Yet,  to  do  so,  the  IHA  must  award  a  contract  to  a  contractor 
at  the  previous  3'ear's  year-old  prototyj^e  levels.  The  only  other 
choice  is  to  delay  the  ACC  agreement  (and,  therefore,  the  bid  process 
and  construction  start),  until  immediately  after  the  June  publishment 
of  the  new  effective  prototypes,  and  thereby  lose  a  number  of  good 
construction  months  in  earl}^  summer. 

In  addition  to  the  fact  that  prototypes  are  i:)ublished  too  late  to  be 
used  effectively  in  the  construction  period,  on  the  veiy  da}'  they  are 
published  they  are  often  3  to  6  months  out  of  date  because  of  the  lag 
between  the  time  the  data  is  gathered  and  the  time  it  is  finally  proc- 
essed and  ])ublished.  Inflation  and  other  market  cost  changes  do  not 
remain  static  while  HUD  to^'s  with  the  data;  they  increase.  Yet, 
the  ])rototypes  are  kept  the  same.  In  many  respects,  protot^-pes  are 
at  best  useless  and  at  worst  inflationary  and  stultifying. 

Many  contractors  understandably  attempt  to  delay  projects  during 
the  bid  j^rocess  (especially  in  the  second  half  of  the  protot^'pe  year) 
in  order  to  take  advantage  of  upcoming  higher  prototype  cost  limita- 
tions. Since  a  contractor  is  aware  that  a  given  prototype  is  based 
upon  out-dated  cost  factors,  it  is  clearly  in  the  contractor's  interest 
to  slow  down  the  process  because  the  contract  cannot  be  performed 
within  a  sufficient  margin  of  profitability  at  the  outdated  limits. 

Publishing 

Publication  of  a  prototype  cost  limit  is  problematicalh'  inflationary. 
Numerous  IHAs  testified  that  the  first  question  often  asked  by  a 
prospective  construction  firm  is  what  is  the  j^rototype  hmit,  rather 
than  Avhat  is  the  design  and  how  much  labor,  materials,  and  overhead 
will  it  take  to  build  the  project.  The  prototype  process,  therefore, 
results  in  the  contractor  bidding  backwards  from  the  prototype 
rather  than  from  the  bottom  up.  Contractors  tend  to  bid  the  proto- 
type cost  limit  automatically  since  there  are  so  few  firms  interested 
in  comi)eting  for  the  often  remote  IHA  jobs.  And,  IHAs  do  not  have 
the  authority  to  negotiate  with  the  contractor  of  their  choice  but 
instead  must  put  all  construction  projects  up  for  public  bid. 

Data  Sources  for  IHA  Prototypes 

The  data  sources  used  to  construct  prototype  cost  limits  for  IHAs 
are  in  most  instances  generalized  from  the  nearest  metropolitan  areas. 
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HUD  uses  regional  factors  as  its  data  source  for  determining  proto- 
types. In  many  Indian  areas,  a  usable  data  source  is  nearl}'  non- 
existent since  these  areas  do  not  have  an  established  market  which 
can  be  readih^  transmitted  into  meaningful  and  realistic  material  or 
labor  costs.  The  nearest  home  construction  activity  from  which 
market  costs  can  be  determined  is  often  too  far  away  to  provide  an 
accurate  extrapolation.  Few  HUD  field  offices  have  even  attempted 
to  determine  the  differentiations  in  labor  and  material  cost  markets, 
much  less  the  variances  related  to  climatic,  geographical,  and  cultural 
factors.  Though  the  prototype  is  touted  as  the  typical  construction 
cost,  it  has  not  been  calculated  to  IHA-specific  situations  such  as 
remote  locations,  scattered  housing  sites,  and  transportation  factors. 
There  is  one  notable  exception. 

The  HUD  Denver  regional  office  developed  a  slightly  different 
method  of  preparing  prototype  costs  for  the  1978  list  that  appears 
to  have  produced  some  prototypes  for  some  IHAs  that  are  more 
specific  to  the  local  needs  and  assets  of  the  particular  communit}^ 
and  market  area. 

Simply  put,  the  regional  office  prepares  an  ''example  dwelling"  on 
paper  for  the  region,  and  adapts  it  to  each  IHA's  situation.  The  IHA- 
specific  prototype  is  estimated  from  the  Federal  Housing  Administra- 
tion (FHA)  single  family  cost  book;  adjusted  upward  for  the  degree  of 
remoteness  of  the  IHA  from  the  materials  and  labor  markets;  increased 
for  the  i)rojected  imi)act  of  inflation  on  the  costs  by  the  time  they  are 
])ublishe(l;  and  opened  uj)  in  a  limited  way  to  the  special  needs  of  that 
IHA. 

The  following  account  provides  an  example  of  the  value  to  HUD 
and  an  IHA  in  allowing  prototy])e  adaptation  to  a  unique  circum- 
stance or  condition.  The  Northern  Cheyenne  reservation  in  southeast- 
ern Montana  has  a  lot  of  coal  underneath  it  making  coal  the  lowest 
cost  heating  fuel  available.  However,  the  initial  cost  of  acciuiring  and 
installing  a  coal-fired  furnace  is  on  the  average  of  $1,000  more  than 
the  initial  cost  of  a  normal  heating  system  in  a  regular  ''example 
dwelling."  In  reflection  of  more  long-term  cost  considerations,  the 
j)rototyp9  for  Northern  Cheyenne  now  contains  an  adcUtional  $1,000 
to  cover  the  special  furnace  costs  (after  persistent  lobbying-  of  HUD 
by  the  IHA). 

The  Northern  Cheyenne  1978  prototype  for  a  three  bech'oom  exam- 
])le  dwelling  is  $;M,700.  The  nearest  major  metro])olitan  (Billings, 
Mont.)  ])rototype  lor  a  similar  size  house  is  $29,:^50.  The  variance 
between  the  two,  $5,350,  is  su])posed  to  represent  the  did'erences  re- 
lated to  remoteness  and  s])ecificity,  including  the  installation  of  coal 
furnaces.  The  Northern  Cheyenne  1978  ])rototype  was  more  than  17 
l)ercent  higher  than  its  1977  ])rototype,  simply  because  of  the  new 
HIA-speciflc  foi-mula  utilized  by  the  Denver  region. 

Inflation  Oxttpaces  Increases 

III  the  piiviilc  home  const  ruction  industry,  the  ()|)en  market  sets 
the  construction  costs.  HUD  uses  the  ])rototy|)e  as  a  method  of  cost 
containment  that  endeavors  to  ])r()ject  what 'cost  levels  for  a  typical 
house  will  be  in  the  future  year  as  established  by  the  prevailing  mar- 
ket, and  also  as  nn  iiudtcrMblc  <iui(leline  for  the  cost  ceiling  on  a 
typical  house. 
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When  the  HUD  i)rototypes  are  compared  with  the  national  average 
cost  for  a  new  home,  the  surreahty  of  ])rototyi)e  cost  Umits  becomes 
readily  a])parent.  The  Census  Bureau  released  a  report  on  January  11, 
1979,  which  stated  that  in  1976,  the  last  year  for  which  complete 
statistics  are  available,  new  single  family  homes  sold  for  an  avera<;e  of 
$44,770  nationwide,  ranoing-  from  $28,557  in  West  Vir^-inia  to  $64,:]06 
in  Alaska.  As  of  early  eJanuary,  1979,  the  Census  Bureau  estimates  that 
the  avera<;e  price  of  a  new  home  is  nearly  $65,000.  The  avera<i'e  total 
development  cost  for  a  HUD-assisted  Indian  house  was  $40,828  in 
fiscal  year  1976,  and  $51,977  in  fiscal  year  1978.  In  other  words,  while 
the  ])rivate  market  prices  rose  45.2  percent  between  1976  and  1978, 
HUD  Indian  allowable  house  costs  rose  only  27..'^)  percent.  And,  while 
the  average  sale  price  of  a  privately  develo])ed  and  primarily  suburban 
house  is  not  comj)arable  with  the  total  (leveloi)ment  cost  of  a  HUD 
financed,  reservation-based  home,  it  is  certain  that  the  substantial 
difference  in  the  rate  of  increase  between  the  two  is  not  readily  ex- 
plained except  by  the  fact  that  Indian  prototyi)e  cost  increases  have  not 
reflected  the  inflationary  increases  extant  in  the  surrounding-  private 
market  during  the  past  2  years. 

Indian  Prototypes  Are  Lower  Than  Non-Indian   Prototypes 

When  HUD  Indian  ])rototypes  are  measured  against  the  neighboring- 
public  housing  authorities'  prototypes,  it  is  clear  that  many  IHAs  are 
given  lowei-  prototype  cost  limits  than  those  enjoyed  by  the  nearest 
urban  public  housing  authority  (PHA). 

For  example,  the  1978  prototype  for  a  three  bedroom  detached  or 
semidetached  house  at  Fort  Thompson,  S.  Dak.  (Crow  Creek  Sioux 
Reservation)  is  $36,400,  while  the  nearby  State  capital  city  of  Pierre 
is  at  $40,700,  and  the  largest  urban  metropolitan  citA'  of  Aberdeen, 
S.  Dak.,  is  at  $38,750. 

In  Michigan,  the  prototype  for  the  Marquette  area  covers  a  num- 
ber of  the  Michigan  IHAs.  Its  1978  prototype  for  a  three  bedroom 
detached  or  semidetached  house  was  $25,350,  while  the  major  metro- 
politan area  of  Lansing  was  at  $31,200. 

There  are  some  notable  exceptions,  but  as  a  general  rule  many 
IHAs  possess  similar  if  not  lower  prototype  limits  than  do  their 
neighboring  urban  counterparts.  This  is  the  case  despite  the  fact  that 
cost  factors  var}^  such  as  those  incurred  on  transportation.  An  IHA's 
transportation  costs  are  generally  higher  than  an  urban  PHA's  since 
an  IHA  encounters  higher  transportation  costs  going  to  and  from  the 
labor  and  material  markets  to  the  often  remote  Indian  projects,  and 
because  it  experiences  higher  transportation  costs  traveling  between 
the  often  scattered  housing  units  in  one  project. 

HUD  Fails  To  Establish  Indian  Prototypes 

Some  IHAs  do  not  have  a  prototype  that  is  categoricalh'  separate 
from  another  PHA's.  Here  again,  the  IHA  often  is  forced  to  operate 
under  a  cost  limit  that  was  specifically  designed  for  an  urban  area. 

For  example,  the  Creek  IHA  in  Oklahoma  must  use  the  prototA'pe 
developed  for  the  city  of  Muskogee  and  the  Muskogee  PHA.  In  1978, 
the  prototA^pe  for  a  three  bedroom  detached  or  semidetached  house 
was  $27,400.   The  Muskogee  PHA  has  its  pubHc  housing  projects 
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clustered  in  mosth'  one  part  of  the  town  nearby  the  PHA's  offices. 
On  the  other  hand,  the  Creek  IHA  with  the  same  prototype  limit 
must  travel  over  an  ei<2:ht  countrywide  area  to  its  projects,  producing 
an  additional  cost  factor  in  terms  of  time  and  money  which  is  not 
taken  into  account  in  the  shared  prototype  ceilin^r. 

In  Alaska,  the  inequities  of  such  a  shared  prototype  situation  are 
in  the  extreme.  In  some  instances,  the  differences  in  transportation 
costs  of  one  project  compared  to  another  project  within  the  same 
prototype  area  can  reach  $5,000  per  unit. 

Summary 

At  the  local  level,  many  IHAs  feel  that  HUD  has  placed  them  in  a 
double  bind.  On  the  one  hand,  HUD  insists  that  costs  be  kept  within 
certain  prototype  established  limits.  On  the  other,  HUD  uses  a  cost 
containment  system  of  prototypes  that  is  so  out  of  touch  with  market 
and  situational  realities  that  it  produces  delay's  in  production  which 
directl}^  cause  increases  in  cost.  In  short,  prototype  cost  limits  are 
more  reflective  of  wishful  budgetar}^  constraints  than  reality. 

Reco:mmendations 

HUD  should  seriously  consider  the  option  of  elimiiuiting  the  proto- 
type cost  limit  for  Indian  public  housing,  replacing  it  with  an  aggre- 
gate funding  mechanism.  Under  such  a  sAstem,  the  IHA  would,  with 
the  close  monitoring  of  HUD,  design  and  construct  a  housing  project 
from  an  aggregate  sum  in  much  the  same  manner  as  a  specific  grant 
is  administered,  except  that  the  use  of  an  ACC  would  be  retained. 
In  order  to  insure  that  the  IHA  builds  as  many  good  houses  for  the 
dollar  as  is  possible  in  the  specific  setting,  an  incentive  should  be  built 
into  the  grant  process  which  emphasizes  the  accountability  the  IHA 
has  to  its  constituents,  the  low-income  resident  Indians  of  the  reserva- 
tion communit}^  Perhaps  the  initial  implementation  of  such  an  aggre- 
gate funding  system  should  be  in  the  form  of  a  limited  demonstration 
proje(;t  in  order  to  insure  that  it  is  meritorious.  There  is  working 
precedence  for  such  an  idea  in  the  use  by  IHS  of  a  flexible-grant  fund- 
ing mechanism  for  the  construction  of  offsite  sanitation  systems  on 
HUD  Indian  projects.  Under  such  a  s^^stem,  there  would  appear  to 
be  no  reasonable  need  for  a  premature  projection  of  the  future  market 
typical  costs  nor  a  heavy-handed  application  of  outdated  cost  limits. 
The  IHA  would  simply  have  to  make  efficient,  appropriate,  and  timely 
expenditiu'es.  In  the  long  run,  this  grant  style  funding  would  con- 
ceivably become  the  most  cost-eff'ective  possible  system,  replacing 
the  (k'lay-pronc  and  inflationary  prototype  procedure. 

While  HUD  considers  the  elimination  of  the  prototype,  it  should 
imme(fiately  institute  some  interim  procedures  that  would  apply  the 
prototype  to  Indian  areas  in  a  more  reasonable  fashion. 

In  order  to  geuorally  bring  Indian  pubfic  housing  construction  costs 
into  Hne  with  real  market  cost  levels  and  thereby  reduce  production 
delays,  HlII)  should  innnediately  institute  flexibility  and  streamlining 
procedures  present  in  the  private  construction  realm  with  respect  to 
design,  construction  procedures,  and  general  cost. 

HUD  shoiild  also  delegate  a  significant  degree  of  latitude  and  au- 
thority to  its  field  offices  for  the  mid-year  amending  of  prototypes 
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where  circuinstaiiees  and  eoniinoiiseiise  require  an  upward  revision, 
with  the  aim  of  re(hi('in<2:  the  time  it  takes  to  process  such  a  revision 
to  a  matter  of  (hi^^s  rather  than  months. 

Since  part  of  the  problem  with  prototypes  is  that  they  are  based  on 
defective,  outchited,  and  inappropriate  data  sources,  HUD  should 
require  all  its  field  offices  servinir  HIAs  to  use  a  process  similar  to  that 
developed  bA'  the  Denver  re<j:ion  in  determininij:  more  realistic  proto- 
type for  IHAs.  These  ])ro types  should  be  specific  to  each  IHA's 
condition,  includinf^:  a  special  emphasis  on  reflectin<^  local  and  cul- 
tural preferences  with  respect  to  durability  and  (lesiii:n  to  the  utmost 
extent. 

Rarely,  if  ever,  are  the  IHAs  involved  in  or  even  informed  of  the 
development  of  the  prototype  cost  limits  for  their  areas.  Whenever 
even  the  most  obvious  and  commonsense  change  is  necessary  to  the 
published  protot3^pe  an  IHA,  such  as  the  Northern  Cheyenne,  is 
forced  to  expend  a  sio:nificant  de(2:ree  of  time  and  mone}^  before  it  can 
successfully^  convince  enouo:h  HUD  officials  to  authorize  a  departure 
from  the  status  quo  prototype.  In  other  words,  the  IHA  is  confined  to  a 
negative  reactive  posture  rather  than  one  of  positive  initiation.  In 
order  to  remedy  this  situation,  HUD  should  require  all  its  field  offices 
serving  IHAs  to  ensure  the  full  participation  and  involvement  of  each 
IHA  in  every  stage  of  the  development  of  its  protot3^pe. 

Since  the  once-per-year  publishing  of  prototype  costs  during  the 
prime  construction  period  renders  such  prototypes  practically  useless 
(especially  during  the  current  period  of  high  inflation)  and  tends  to 
encourage  delays,  HUD  should  immediately  begin  to  issue  prototype 
costs  for  Indian  areas  twice  each  a- ear,  once  in  June  and  once  in  Decem- 
ber. The  biannual  prototypies  should  be  computed  according  to  the 
process  developed  by  the  HUD  Denver  region,  and  should  reflect  the 
local  cost  factors.  These  biannual  prototypes  should  also  accommodate 
the  time  lag  in  the  production  pipeline  by  projecting  the  estimated  cost 
increases  over  the  life  of  the  construction  project  and  trend  the  proto- 
type accordingly. 

In  light  of  the  enormous  delays  encountered  at  the  HUD  center 
office  level  in  absorbing  the  field  prototype  data  and  in  getting  it 
published  in  the  Federal  Register,  HUD  should  consider  other  means 
by  which  HUD  field  offices  could  compute  and  publish  the  prototypes 
localh^  in  the  area  in  which  they  are  to  be  applied. 


DAVIS-BACON  WAGE  RATES 

The  requirement  for  HUD  Indian  public  housing  programs  to  pay 
''Davis-Bacon"  wage  rates  on  all  HUD-assisted  construction  has  been 
identified  by  many  different  IHA's  as  a  major  source  of  inflation  and 
delay. 

The  Davis-Bacon  Act  requires  that  all  construction  labor  wages  on 
HUD-assisted  Indian  housing  projects  be  paid  at  least  at  the  rate 
prevailing  in  that  area.  The  original  purpose  of  the  act  was  to  prevent 
Federal  contractors  from  engaging  in  the  practice  of  bringing  into  an 
area  of  Federal  construction  out-of-State  workers  who  generally 
worked  for  less  than  the  local  communit}'  workers  thereby  undercutting 
and  depressing  prevailing  local  w^age  scales,  demoralizing  local  labor 
markets,  and  in  turn,  disrupting  local  economic  conditions.  While  the 
Davis-Bacon  Act  has  provoked  a  significant  amount  of  controversy, 
the  arguments  pro  and  con  have  in  large  part  been  irrelevant  to  the 
unique  problems  ensuing  from  the  application  of  the  act  in  the  reserva- 
tion setting. 

The  act  was  supposed  to  have  prevented  the  Federal  Government 
from  becoming  party  to  a  procedure  which  could  cause  nonlocal 
workers  to  depress  local  wage  levels  and  take  jobs  from  local  workers. 
Precisel}^,  the  opposite  is  true  on  Indian  reservations.  The  direct  result 
of  Davis-Bacon  has  been  a  discrimination  against  local  hire  of  Indians 
because  few  have  had  the  opportunity  to  gain  a  marketable  skill  to 
the  degree  that  it  is  feasible  for  a  contractor  to  hire  these  workers  at 
Davis-Bacon  rates. 

The  act  was  not  designed  to  increase  construction  wages  or  benefit 
rates  in  an  area.  Its  purpose  was  to  maintain  wage  levels  already  found 
to  prevail  in  an  area  where  federally  assisted  construction  is  to  take 
place.  Yet,  as  applied  on  Indian  reservations  where  little,  if  any,  similar 
precedent  setting  construction  activit}^  has  been  performed,  the  Davis- 
Bacon  rates  are  often  much  higher  than  they  would  otherwise  be.  In 
large  part,  this  is  because  the  Department  of  Labor  has  made  little 
or  no  effort  to  compute  Davis-Bacon  rates  that  are  specific  to  each 
reservation  situation.  Man}'  reservations  are  not  located  in  unionized 
areas.  Despite  the  fact  the  Department  of  Labor  surveys  are  supposed 
to  include  all  workers  performing  similar  work  in  the  area,  both  union 
and  nonunion,  studies  by  the  General  Accounting  Office  and  private 
researchers  have  estabhshed  that  Department  of  Labor  procedures 
often  involve  the  use  of  old  data,  data  from  outside  local  areas,  or 
simply  the  use  of  the  prevailing  union  rates  in  construction — all  prac- 
tices which  discriminate  against  nonunionized  bidders  in  the  reserva- 
tion areas. 

Inappropriate  Reservation  Rates 

In  the  case  of  reservation  area  rates,  apparently  the  Department  of 
Labor  has  simplistically  taken  the  rate  established  for  the  nearest 
metropolitan  area  and  increased  it  by  an  amount  sufficient  to  transport 

(13) 
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a  worker  from  the  metropolitan  area  to  the  reservation  anil  back  each 
work  clay.  By  virtue  of  their  nonspecificity,  reservation  Davis-Bacon 
rates  are  prohibitively  high. 

The  few  contractors  located  near  an  IHA  generally  have  lower  wage 
rates  than  the  Davis-Bacon  rates.  The  requirement  of  Davis-Bacon 
rates  often  causes  such  potential  contractors  to  shy  away  from  bitkling 
on  an  IHA's  project  simply  because  the  contractor  must  reduce  the 
firm's  wage  scales  after  the  IHA  project  is  completed  (a  demoralizing- 
procedure  to  the  worker),  except  in  the  unlikely  event  that  it  obtains 
another  Davis-Bacon  governed  job  or  is  able  to  bid  successfully  at 
noncompetitive  levels  in  the  private  market.  Unfortunatel}^,  the  super- 
ficially prepared  and  nonspecific  Davis-Bacon  wage  rates  under  which 
an  IHA  must  operate  tend  to  diminish  the  number  of  interested  con- 
tractors thereby  diminishing  the  level  of  competition  and  cost-effec- 
tiveness to  the  point  that,  in  many  instances,  only  one  firm  bids  on  a 
project. 

Unequal  Application 

Under  the  HUD  Indian  public  housing  program  most  of  the  house 
construction  is  on  detached,  if  not  scattered,  single-family  units  in 
isolated  rural  areas.  No  other  federally  assisted  housing  ])rogram  of  a 
similar  nature  is  subject  to  Davis-Bacon.  The  Davis-Bacon  Act  of 
1931  was  applied  to  public  housing  projects  at  a  time  when  all  Federal 
public  housing  projects  were  located  in  urban  areas  and  were  multi- 
family  dwellincrs.  Today,  single  family  units  assisted  by  both  HUD's 
FHA,  and  USDA's  FmHA  are  not  subject  to  Davis-Bacon  wage 
rates,  yet  HUD  Indian  units  are  required  to  pay  those  wage  rates. 

Following  is  a  table  of  the  average  wage  rates  established  under 
Davis-Bacon  which  graphically  portrays  the  extreme  variances  con- 
tained within  one  HUD  region  (IX)  on  35  different  projects  governed 
by  20  different  Davis-Bacon  determinations: 

VARIANCES  IN  DAVIS-BACON  RATES  WITHIN  HUD  REGION  IX 

Number  of  Average 

Reservation  projects        wage  rates  ' 

Moapa  River,  Nev. 

Fort  Mohave,  Calif 

All  Mission,  Calif 

Pyramid  Lake,  Nev 

Fort  McDowell,  Ariz 

Salt  River,  Ariz 

Papago,  Ariz 

Navajo,  Ariz 

Laguna,  N.  Mex 

Northern  Pueblos,  N.  Mex 

Navajo,  N.  Mex 

Zuni,  N.  Mex 

All  Indian,  N.  Mex [ 

Mescalero,  N.  Mex 

White  Mountain,  Ariz "...[.[".[ 

San  Carlos,  Ariz 

Gila  River,  Ariz 

Round  Valley,  Calif [[["[[[^["WW 

Te-Moak,  Nev 

Goshute,  Nev 

'  Average  of  3  trades:  Carpenters,  plumbers,  and  electricians. 
Source:  HUD  1978  draft  survey;  HUD  region  IX. 


$14.83 

14.75 

14.05 

13.42 

12.98 

12.94 

12.81 

12.24 

11.83 

11.72 

11.26 

10.34 

9.60 

8.47 

7.14 

7.14 

6.94 

6.58 

6.50 

6.08 
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No  Meaningful  Apprenticeship  or  Training  Allowed   by   the 
Department  of  Labor 

Despite  the  fact  that  in  most  instances  Davis-Bacon  rates  are 
inflationar}^  because  of  their  nonspecificit.y,  it  is  difficult  to  ar^ue 
against  the  payment  of  high  wages  to  Indian  workers,  especially  in 
high  unemplo3inent  areas  such  as  are  found  on  most  reservations. 
Yet,  few  Indians  are  ever  hired  on  many  I  HA  projects  because  the 
pool  of  skilled  labor  on  most  reservations  is  almost  nonexistent.  The 
Act  was  intended  to  address  such  situations  by  allowing  the  estab- 
lishment of  apprenticeship  and  training  programs  in  which  a  non- 
skilled  worker  could  work  on  a  Davis-Bacon  governed  project  at  a 
lower  apprenticeship  wage  in  order  to  gain  the  experience  and  train- 
ing necessar}^  to  qualif}^  the  worker  for  master  craftsman  rates. 

Yet,  the  Department  of  Labor's  Bureau  of  Apprenticeship  and 
Training  (BAT)  which  administers  these  programs  has  not  taken  an}' 
initiative  to  adapt  them  to  the  reservation  and  make  them  work. 
Only  one  tribe — the  Navajo  Nation — has  had  a  large  scale  and  suc- 
cessful apprenticeship  program  and  then  only  after  the  exertion  of 
much  effort.  Few  other  tribes  are  large  enough  or  diverse  enough  to 
make  such  a  program,  as  presently  administered  by  BAT  and  the 
Navajo  Tribe,  a  success.  One  of  the  many  requirements  is  that  the 
IHA  or  tribe  applying  for  an  accredited  program  must  be  able  to 
guarantee  that  a  trainee  will  have  work  experience  for  at  least  a  3- 
year  period.  An  approved  program  must  also  have  a  significant  class- 
room component;  an  activity  which  must  be  done  on  a  large  scale  in 
order  to  become  cost  effective.  And,  finall}^,  an  IHA  or  tribe  attempting 
to  establish  such  a  program  must  gain  approval  from  the  State  ap- 
prenticeship council,  violating  the  Federal  polic}^  of  a  direct  govern- 
ment to  government  relationship  with  Indian  tribes.  Unfortunatel}', 
the  relationships  between  many  tribes  and  unions  have  not  been  verA' 
good  since  many  tribes  are  outside  the  immediate  areas  of  high  union 
activit} . 

Despite  the  urgings  of  the  chairman  of  the  Select  Committee  on 
Indian  Affairs  during  the  95th  Congress,  and  the  requests  of  various 
tribes,  BAT  has  not  responded  with  an  apprenticeship  and  training 
program  that  is  usable  on  a  reservation.  The  De])artment  of  Interior's 
BIA-run  Indian  Action  Training  (I AT)  ])rogram  has  established  em- 
l)loyment  training  jH'ojects  on  more  than  50  reservations.  DOL's  own 
Employment  and  Training  Administration  (ETA)  has  Comprehensive 
Employment  and  Training  Act  (CETA)  offices  on  more  than  100 
reservations.  Given  the  two  other  existing  Federal  programs,  it  ap- 
pears that  there  are  more  than  enough  training  resources  out  of 
which  BAT  could  easily  construct  a  worthwhile  and  appropriate 
program.  Nonetheless,  BAT  has  yet  to  take  any  interest  in  Indian 
apprenticeship  programs  although  Indian  community  unemployment 
rates  generally  eclipse  even  the  worst  urban  ghetto  black  teenage 
rates,  with  some  reaching  as  high  as  80  ])ercent. 

Relative  Impact  on  Costs 

There  is  some  dispute  over  the  degree  of  impact  that  Davis-Bacon 
wage  rates  have  on  the  cost  of  HUD  Indian  housins,-.  In  an  informal 
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survey  of  several  IHA's,  it  appears  that  the  percentage  of  the  total 
development  cost  attributable  to  total  labor  costs  (as  opposed  to 
materials  and  equipment  costs)  ranges  from  40  percent  to  53  percent 
for  one  housing  unit  in  an  average  project. 

HUD  recently  conducted  a  study  which  in  draft  form  indicated 
that  reservations  with  high  Davis-Bacon  wage  rates  did  not  have 
high  dwelling  construction  costs,  but  reservations  with  low  wage  rates 
had  moderate  and  low  dwelling  construction  costs.  In  other  words, 
the  draft  study  attempted  to  show  that  low  wage  rates  help  keep  some 
projects  inexpensive,  and  that  it  is  not  high  w^age  rates  that  make 
other  projects  expensive. 

Recommendations 

Whether  or  not  Davis-Bacon  wage  rates  are  engines  of  inflation  on 
HUD  Indian  homes,  one  thing  is  clear:  as  presently  administered,  the 
Davis-Bacon  program  bars  local  unemployed  Indians  from  working 
on  their  own  housing  projects.  The  Department  of  Labor  should 
immediately  make  a  concerted  effort  to  develop  an  Indian  apprentice- 
ship and  training  program  that  works  on  Indian  reservations.  Such  a 
program  should  make  maximum  use  of  the  existing  Federal  efforts 
under  CETA  and  the  BIA,  and  should  be  designed  to  insure  a  measur- 
able and  significant  increase  in  Indian  emplo^Tnent  on  HUD  and 
other  Davis-Bacon  regulated  Federal  construction  activity  on  reser- 
vations. For  both  practical  and  ])olicy  reasons,  the  ])rogram  should 
respect  the  direct  one-to-one  relationshij)  which  the  Federal  Govern- 
ment possesses  with  Indian  tribes.  HUD,  Department  of  Labor's 
ETA,  and  DOI's  BIA  should  cooperate  fully  in  assisting  BAT's  lead 
role  in  the  expeditious  develo]:)ment  of  this  program. 

The  Department  of  Labor  should  also  develoj)  wage  rates  that  are 
specific  to  each  IHA's  situation.  Prevailing  wages  should  be  deter- 
mined on  the  basis  of  actual  surveys,  not  pa])er  extrapolations  from 
metro])olitan  areas  hundreds  of  miles  away.  These  IHA  sj)ecific  rates 
should  both  insure  that  Indian  workers  are  ])ai(l  sufficient  and  fair 
wage  rates  and  that  local  contractors  are  not  frightened  away  from 
bidding  on  IHA  projects  by  artifically  high  labor  rates. 

And  finally,  HUD  and  the  Department  of  Labor  should  jointly 
consider  exemi)ting  those  HUD-assisted  Indian  houses  that  are  de- 
tached single  family  units  from  the  Davis-Bacon  requirements.  As  a 
substitute  to  ])rotect  the  interests  of  Indian  woikers,  HUD  shoidd 
take  high  level  initiatives  requesting  that  the  Department  of  Labor 
and  BIA  work  with  HUD  to  institute  an  apj^renticoshi))  and  training 
j)rogram  to  insure  that  local  Indians  are  allowed  fair  and  e(|uitable 
employment  opportunities. 


PROBLEMS  IN  FINANCING  INDIAN  HOUSING  ON  TRUST 

LANDS 

Trust  Lands  Background 

In  order  to  understand  Indian  housing  problems  associated  with 
the  status  of  Indian  lands,  an  analysis  of  the  legal  background  and 
policy  developments  relating  to  the  Federal  trust  as  api)lied  to  Indian 
lands  is  necessar3\ 

Nearly  150  years  ago,  the  Supreme  Court  described  the  relationship 
between  the  United  States  and  Indian  people  as  "perhaps  unlike  that 
of  any  other  two  people  in  existence,"  and  ''marked  by  peculiar  and 
cardinal  distinctions  which  exist  nowhere  else."  One  of  these  distinc- 
tions involves  the  trust  or  fiduciar}^  responsibility  which,  under 
treaties  and  Federal  statutes,   the   United  States  owes  to  Indians. 

The  Federal  trust  responsibility  with  respect  to  Indian  lands  is  one 
of  the  most  important  manifestations  of  the  trust  relationshij).  Under 
the  trust  responsibility,  the  Federal  Government  has  applied  special 
protections  on  both  tribal  and  allotted  Indian  lands  for  the  benefit  of 
the  Indian  owners.  In  most  cases,  the  Federal  Government  actually 
holds  legal  title  to  tribal  or  allotted  lands  in  trust  for  the  Indian 
owners.  In  others  cases,  although  the  Indians  hold  legal  title  to  the 
land,  Federal  law  imposes  special  trust  restrictions  on  the  land.  In 
both  cases,  Indians  are  the  beneficial  owners  of  the  land,  but  the 
Federal  Government  may  impose  restrictions  on  use  and  management 
of  the  land  pursuant  to  its  trust  responsibility. 

It  is  perhaps  worthwhile  noting  that  in  one  important  sense  the 
Federal  trust  responsibility  respected  the  general  Indian  philosophy 
of  life  that  centered  on  the  land.  Aboriginal  homelands  are  highly 
valued  by  the  various  Indian  groups  for  socio-cultural  and  religious 
reasons  as  well  as  for  political  and  economic  reasons.  Concepts  of 
private  ownership  were  not  recognized  in  most  tribal  societies  but 
rather  land  was  considered  to  be  commonly  owned  by  members  of  the 
tribe.  Under  this  framework,  individual  members  held  a  use  right 
or  privilege  to  the  land. 

The  most  common  legal  restriction  applicable  to  individually 
owned  trust  or  restricted  Indian  lands  is  the  general  restriction 
against  alienation  incorporated  under  the  allotment  laws  or  other 
special  acts.  Under  these  laws,  allotted  lands  were  to  be  held  in  trust 
and  restricted  against  all  forms  of  voluntary  or  involuntary  alienation 
for  a  certain  period  of  time.  Similar  restrictions  apply  with  respect  to 
tribal  trust  lands.  The  purpose  of  these  restrictions  was  to  prevent  the 
Indian  owners,  unfamiliar  with  non-Indian  land  tenure  and  business 
])ractices,  from  improvidently  disposing  of  their  allotted  lands.  In  the 
1934  Indian  Reorganization  Act,  the  restrictions  against  alienation 
were  extended  indefinitely  as  an  expression  of  Federal  policy  designed 
to  preserve  the  diminishing  Indian  land  base. 
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Originall}-,  the  restrictions  against  alienation  of  individually  owned 
Indian  lands  were  absolute,  preventing  the  sale,  partition,  mortgage, 
lease,  or  granting  of  rights-of-way  over  Indian  lands  as  well  as  i)re- 
cluding  the  judicial  sale  of  Indian  lands  in  execution  of  a  court  judg- 
ment against  the  Indian  owner  or  for  non])ayment  of  ]>ro]:)erty  taxes. 
Over  the  years,  Federal  law  relaxed  the  absolute  restriction  against 
alienation  by  allowing  for  the  sale  or  lease  of  allotted  lands  with  the 
approval  of  the  Federal  Government.  Although  the  Federal  Govern- 
ment theoretically  acted  in  its  trust  cai)acity  in  approving  or  dis- 
approving the  alienation  of  Indian  lands  under  these  laws,  the  result 
was  that  millions  of  acres  of  individually  owned  Indian  lands  were 
removed  from  trust  ownership,  and  subsequently,  Indian  ownership. 

Prior  to  19.']4,  over  40  million  acres  of  land  were  allotted  to  Indians. 
Through  BIA  approved  sales,  removal  of  restrictions,  etc.,  only 
approximately  18  million  acres  remained  in  individual  trust  status 
in  1934.  Individually  owned  trust  or  restricted  lands  were  diminished 
to  less  than  14  million  acres  by  1952,  and  approximately  12  million 
acres  by  1960.  As  of  1976,  approximately  10  million  acres  of  land 
remain  in  trust  or  restricted  status  for  individual  Indians. 

The  restrictions  against  alienation  of  tribal  lands,  however,  have 
been  relaxed  only  slightly.  Only  a  few  s])ecial  laws  authorize  the 
sale  or  mortgage  of  tribal  lands,  generally  in  connection  with  acquisi- 
tion of  other  lands  on  behalf  of  the  tribe.  As  a  result,  the  tribal  land 
base  has  not  deteriorated  over  the  past  40  years  as  have  individually 
owned  Indian  lands. 

Mortgaging  Trust  Lands  for  Housing  Construction 

Housing  construction  and  improvement  on  ])ri\'ateh'  owned  lands 
is  generally  financed  by  a  commercial  loan  secured  by  a  mortgage 
on  the  land.  If  the  owner  defaults  on  the  loan,  the  lender  can  foreclose 
and  sell  the  land  through  the  courts  to  recover  the  amount  of  the  loan. 
Because  of  the  general  restriction  against  alienation  of  Indian  trust 
lands,  however,  individually  owned  and  tribal  trust  lands  cannot  be 
mortgaged  absent  s])ecific  Federal  statutory  authority.  The  result,  of 
course,  is  that  commercial  credit  for  housing  construction  on  Indian 
trust  lands  is,  in  many  cases,  practically  unavailable  since  numy 
Indian  owners  have  no  security  for  the  loan,  other  than  the  land 
itself. 

As  noted  above,  howevei",  the  absolute  restriction  agauist  alienation 
of  individually  owned  trust  or  restricted  lands  has  been  modified 
over  the  years  so  that  allotted  lands  could  be  sold  or  leased  with  the 
a])])i'oval  of  the  BIA  under  Federal  law.  In  1956,  Congress  ])asse(l 
Pul)lic  Law  84-450  allowing  allotted  trust  lands  to  be  mortgaged  by 
the  Indian  owners  with  the  a])])roval  of  the  BIA.  The  j)urp()se  of  the 
law  WHS  to  encoui'age  iii(li\i(lual  Indian  landownei's  to  utilize  com- 
mercial credit  to  the  maximuui  extent  ])ossible,  imder  proper  super- 
vision, by  using  their  indixidual  tiust  lands  as  secui'ity  foi*  obtaining 
the  capital  necessary  foi-  economic  (le\'el()i)ment  activities.  Ilndei' 
this  hiw,  the  tiust  j)r()tect ions  applicable  to  allotted  lands  were  relaxed 
in  oi'dei"  to  obtain  the  benefit  of  access  to  commercial  credit  by  the 
Indian  owners.  At  the  same  lime,  however,  it  nuist  be  recognized  that 
the    law,    by    jdlowing   foreclosui'c    on    mortgaged    tr'ust    lands   under 
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Stale  law,  also  j)resenls  the  ])otential  for  further  diniinishiiient  of  the 
Indian  land  base. 

The  extent  to  which  BIA-a])])rove(l  mort<»aj2,es  on  trust-allotted 
lands  have  enabled  Indian  owners  to  obtain  the  finanein<!,-  necessary 
to  construct  adequate  housinu'  on  their  lands  is  unknown.  Multiple 
ownershij)  of  individual  trust  land  (because  of  fractionated  heirshij)) 
and  delays  in  the  BIA  administrative  i)rocess  may,  however,  have 
impaired  the  ed'ectiveness  of  the  law  in  securin<»'  the  credit  necessary 
to  ensure  adequate  housing-  on  trust  lands.  Moreover,  to  the  extent 
that  foreclosure  is  possible,  the  Indian  housing  problem  may  only 
be  worsened,  since  foreclosure  can  often  result  not  only  in  the  Indian 
owner  being  displaced,  but  in  the  land  being  sold  to  non-Indians 
through  judicial  sale.  Consequently,  legal  authority  is  necessary, 
under  which  ])rotection  for  creditors  or  security  interest  holders  is 
available  which  in  turn  would  ]:)rovide  a  financial  base  necessary  to 
support  construction  of  housing  on  trust  lands,  while  ])rotecting  the 
trust  lands  against  alienation. 

It  should  also  be  noted  that  the  construction  of  adequate  housing 
for  individual  Indians  on  many  Indian  reservations  may  also  be 
precluded  when  the  individual  has  no  private  proprietary  interest 
in  land,  a  situation  which  prevails  on  the  so-called  unallotted  res- 
ervations. Where  the  reservation  land  base  is  owned  tribally,  in- 
dividual Indians  may  enjoy  only  a  limited  right  of  use  in  a  particular 
tract  of  tribal  land  (often  called  a  tribal  assignment).  While  the 
tribe  may  allow  the  tribal  member  to  use  the  land  as  a  homesite  for 
as  long  as  he  or  she  wants  and  to  build  a  house  on  the  land,  the  in- 
dividual Indian's  interest  in  the  land  is  not  the  same  as  an  Indian's 
rights  in  allotted  lands. 

SUMMARY 

The  trust  status,  multiple  ownership,  and  other  legal  restrictions 
on  much  of  the  Indian  land  base  have  been  a  well-known  obstacle  to 
obtaining  conventional  financing  for  all  t3'pes  of  development  activi- 
ties, including  housing.  This  land  simply  cannot  be  attached  in  event 
of  the  borrower  defaulting  because  the  land  is  not  alienable.  Given 
this,  private  financial  institutions  have  been  extremely  reluctant  to 
finance  housing  construction  located  on  Indian  lands.  If  there  were  a 
meaningful  Federal  program,  in  which  the  Federal  Government  played 
the  role  of  effective  guarantor  for  the  necessary  home  construction- 
related  credit,  this  obstacle  could  be  overcome. 

FmHA 

Farmers  Home  Administration  (FmHA)  has  administrative  author- 
ity to  provide  direct  loans  to  Indian  individuals  and  tribes  for  various 
activities,  including  the  financing  of  homes  and  land.  Under  section 
502  (home  ownership  loans),  an  Indian  individual  who  cannot  obtain 
needed  credit  from  other  sources  at  reasonable  rates  and  terms  may 
borrow  a  direct  loan  from  FmHA  at  about  8  percent  for  up  to  33  years 
with  no  downpayment  required.  The  minimum  family  payment  for 
l)rinci])le,  interest,  taxes,  and  insurance  is  20  percent  of  adjusted 
annual  family  income.  The  borrower  generally  must  have  an  adjusted 
annual  family  income  that  does  not  exceed  $15,600.  Interest  credits 
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can  be  obtained  which  will  reduce  the  interest  rate  to  as  low  as  1 
percent.  The  interest  credit  eligible  borrower's  income  must  generally 
not  exceed  $10,000.  Houses  constructed  with  section  502  loans  must 
meet  HUD's  minimum  property  standards. 

While  the  terms  and  conditions  of  section  502  loans  are  more  lenient 
than  those  of  a  commercial  lending  institution,  the  security  require- 
ments for  a  502  loan  likewise  jeopardize  the  Indian  trust  ownership  on 
both  allotted  and  tribal  trust  land.  For  all  its  loans,  FmHA  requires 
as  a  securable  interest  either  a  valid  and  enforceable  mortgage  on  the 
title  to  the  land  or  on  a  leasehold  to  the  land.  In  general,  the  lease 
must  extend  for  50  A^ears  from  the  date  of  the  loan  closing.  If  the  bor- 
rower defaults  on  the  loan,  FmHA  ma}'  foreclose  and  sell  the  house 
along  with  the  leasehold  to  the  land  to  any  purchaser.  Only  at  the  end 
of  the  50-year  leasehold  term  will  the  land  return  to  unencumbered 
status.  Though  it  encumbers  trust  lands  temporarily,  this  section  502 
program  provides  the  greatest  degree  of  latitude  available  to  Indians 
for  the  capital  generation  necessar}^  to  construct  houses  on  trust  lands 
apart  from  HUD's  public  housing  program. 

Despite  the  fact  that  FmHA's  section  502  program  is  better  suited 
than  most  existing  programs  to  the  reservation  setting,  Indian 
participation  is  minimal.^  The  primary  reason  for  this  underutilization 
is  that  FmHA  has  failed  to  successfully  encourage  and  process  Indian 
applications.  The  administrative  structure  is  decentralized — ^\^th 
about  1,800  offices  serving  all  the  rural  areas.  Usually,  the  office  is 
located  in  the  county  seat,  and  linked  closely  with  the  county  gov- 
ernment structure.  As  such,  it  cannot  avoid  being  influenced  by  the 
often  deep-seated  tensions  between  county  governments  and  tribal 
governments  at  the  local  level.  Reportedly,  Indian  participation  is 
discouraged:  not  only  through  subtle  discrimination,  but  also  by  the 
continuing  staff  shortages  which  cripple  attempts  to  carry  out  an 
adequate  Indian  educational  outreach  effort  on  FmHA  programs, 
produce  an  enormous  backlog  of  unprocessed  applications,  and  provide 
no  assistance  in  adequatel}'  preparing  applications.  In  addition,  the 
$15,600  income  limit  on  section  502  loans  bars  the  ver}^  group  of 
Indian  families  which  need  credit  assistance — those  in  the  low  to 
middle  income  range  are  no  longer  eligible  for  public  housing  assistance. 

FmHA  has  implemented  a  succession  of  steps  designed  to  increase 
Indian  participation  in  their  loan  programs.  A  description  of  that 
effort  was  published  in  the  Federal  Register  on  January  27,  1978. 
Under  the  published  procedure,  each  FmHA  State  Coordinate  r  is 
to  make  a  semiannual  report  to  the  National  (Coordinator  of  Fn  H\ 


FmllA  section  502  (homo  ownership)  and  section  .')04  (home  repair): 


Fiscal  Nunihor  of  Amount  of 

year    Category  loans  funds 

1978  Total 117.382  $2,702,942,000 

Indian •  ic.7  •  10,719,000 

Non-Indian ll(i,<»i:>  2,  f.()2, 2:«).  (M)0 

1979  Total •♦  i;W,  190  **  .S,;«)1,(KK),(K)0 

1980 do •♦111,411  •*  3, 024, 000, 000 

•  0.4  percent. 
••  Ksli  mated. 
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Indian  Activities  on  his  or  her  activities  relating  to  caiT3in^  out  the 
outreach  program.  A  copy  of  some  of  the  more  sijijnificant  reports  sub- 
mitted in  1978  (not  a  representative  sample)  can  be  found  in  the 
appen(hx  on  pa^^e  171.  FmllA's  hitest  Indian  outreach  pro<;ram  is 
yet  too  new  to  have  measurable  impact.  However,  it  is  clear  that  until 
such  time  as  FmllA  addresses  the  problems  of  staff  shortcomin<rs, 
education  and  outreach,  and  the  income  ceilin<rs,  Indian  people  will 
be  denied  meaningful  access  to  the  FmllA  loan  programs. 

HUD  has  a  number  of  mort<i:a(re  insurance  pro<rrams  which  operate 
as  an  insurance  agency  for  participating  premium  paA^ers.  These 
programs  (primarily  section  203(b)  and  (i))  rely  on  commercial  lend- 
ing institutions  to  finance  and  mortgage  the  house  and  propert}',  and 
simply  administrate  the  mortgage  insurance  program  to  which  the 
borrower  pa^s  regular  premiums.  Since  the  private  banks  require  a 
securable  mortgage  on  the  land,  there  have  been  no  recorded  instances 
of  section  203(b)  or  (i)  insurance  of  mortgages  made  on  houses  built  on 
Indian  trust  lands.  The  program  is  not  presently  designed  to  insure 
a  loan  without  a  mortgage  placed  on  the  land. 

HUD  also  operates  a  section  235  program  which  provides  subsidies 
for  mortgage  insurance  and  interest  subsidy  payments  for  low^-  and 
moderate-income  home  buyers.  HUD  can  reduce  the  home  buyer's 
interest  rate  to  as  low  as  4  percent.  The  homeowner  must  contribute 
20  percent  of  adjusted  income  to  monthly  mortgage  payments  and 
must  make  a  downpayment  of  3  percent  of  the  initial  cost.  Section 
221(d)(2)  authorizes  a  program  which  also  insures  private  lenders 
against  loss  and  is  especially  directed  toward  displaced  households. 
Section  237  provides  authorit}^  to  HUD  to  insure  lenders  against  loss 
on  home  mortgage  loans  to  low-  and  moderate-income  families  which 
are  marginal  credit  risks,  and  to  offer  budget,  debt  management,  and 
related  counseling  services  to  these  families  as  needed.  All  of  these 
various  programs  require  the  participation  of  private  lending  institu- 
tions which  in  almost  ever}'  instance  require  a  mortgage  on  the  land. 

Under  the  Indian  Financing  Act  (Public  Law  93-262),  the  Bureau 
of  Indian  Affairs  (BIA)  is  authorized  to  make  both  loan  guarantees 
and  direct  loans  to  Indian  individuals  for  the  purpose  of  general 
economic  development,  including  the  specific  purposes  of  purchasing, 
constructing,  or  improving  housing  on  a  reservation  to  be  occu})ied  by 
the  borrower.  Unfortunately,  the  BIA  has  made  few  loans  under  this 
authority  for  the  support  of  housing,^  and  has  experienced  great  diffi- 
culties in  successfully  administering  the  overall  program  to  date.  Last 
year,  the  General  Accounting  Office  made  a  series  of  recommendations 
and  suggestions  to  BIA  on  ways  in  which  the  program  could  be  im- 
proved. Here  again,  the  emphasis  was  placed  on  general  economic 
development  rather  than  on  the  financing  of  new  home  construction. 

SUMMARY 

Access  to  mortgage  credit  is  nearly  nonexistent  on  most  reservations 
lor  a  number  of  reasons.  There  are  the  legal  restrictions  to  much  of 
the  reservation  land  as  cited  above.  There  are  also  problems  relative 

lAccordinj?  to  the  BIA's  annual  credit  report  for  fiscal  year  1976  (the  latest  one  avail- 
able) the  BIA  made  a  little  more  than  $1  million  worth  of  direct  loans  under  the  Indian 
Financing  Act  for  the  purpose  of  new  house  construction.  Since  there  has  been  no  update 
since  fiscal  year  1976,  the  BIA  appears  to  be  unable  to  give  the  current  status  of  these  loans. 
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to  the  remoteness  of  many  reservation  areas  far  from  the  noimal 
service  areas  of  most  private  lending  institutions.  Also,  many  of  these 
banks  and  savings  and  loans  are  reluctant  to  finance  lower  income 
Indian  housing  regardless  of  the  security  problems.  And,  Federal 
agencies  with  authority  to  make  direct,  insured,  or  guaranteed  loans 
have  not  encouraged  Indian  participation.  As  a  result,  the  public 
housing  program  is  the  only  significant  housing  effort  on  most  reserva- 
tions, regardless  of  income  levels  and  need.  Clearly,  if  the  burgeoning 
number  of  substandard  housing  units  on  reservations  is  to  be  dimin- 
ished, both  the  public  and  private  sectors  will  have  to  become  heavily 
involved.  The  public  housing  effort  is  not  alone  sufficient  even  if  its 
outlays  were  to  be  significantly  increased. 

Recommendations 

HUD,  as  the  lead  Federal  agency  on  Indian  housing,  should  initiate 
an  interagency  assessment  of  the  present  credit  and  financing  problems 
with  respect  to  Indian  housing,  and  provide  Congress  with  a  series  of 
recommendations  for  a  solution.  Such  a  solution  should  encourage, 
wherever  ])ossible,  the  private  sector  involvement  in  house  financing. 
However,  i)ro])Osals  to  waive  restrictions  on  alienation  or  encumbrance 
of  trust  lands  in  order  to  make  the  land  available  as  a  security  interest 
run  directly  counter  to  the  fundamental  and  longstanding  Federal 
policy  of  protecting  the  tribal  land  base.  As  the  record  shows,  the 
historical  pattern  of  diminishing  the  Indian  land  base  threatens  the 
very  survival  of  Indian  communities.  HUD  should  also  make  a  special 
effort  to  adapt  its  section  20:Kb)  and  (i),  2:^5,  221(d)(2),  and  2:]7 
programs  to  the  reservation  setting  taking  into  account  the  restricted 
status  of  the  land.  HUD  should  also  ensure  that  HUD  field  offices 
make  every  effort  to  encourage  Indian  and  ])rivate  lending  institutional 
involvement  in  these  ])rograms. 

FmHA  should  measurably  increase  Indian  ])artici])ation  in  home- 
ownership  loan  programs  by  establishing  s])ecific  Indian  homeowner- 
shij)  loan  agreement  goals  and  holding  its  field  offices  accountable  for 
annual  goals  based  on  both  local  housing  needs  and  realistic  budget 
])rojections.  FmHA  should  immediately  increase  staft'  cai)abilities  at 
the  field  levels  in  order  to  insure  sufficient  assistance  to  Indians 
eligible  for  FmHA  loan  oj)])ortunities.  FmHA  should  additionally 
develop  a  more  streamlined  ])ro('e(lure  in  conjunction  with  the  BlA 
and  each  tribe  to  exj)edile  land  security  agreements  necessary  for 
FmHA  loans.  And,  FmHA  should  remove  the  income  ceiling  on  section 
502  loans  for  Indian  families  who  cannot  otherwise  obtain  credit 
finanring  from  commensal  lending  institutions. 

HIA  should  reactivate  the  Indian  Revolving  Loan  Fund  (])ursuant 
to  I^ublic  Law  9:)-2()2)  for  both  loan  guarantees  and  direct  loans  to 
Indian  individuals  for  the  pur])ose  of  financing  homes. 

HUD  should  consider,  m  coopeiation  with  BIA  and  FmHA,  the 
estabhshmcnt  of  a  Federal  loan  guai'antee  i)r()giain  which  would 
completely  remove  the  need  foi*  a  |)rivate  lendinii;  institution's  re- 
(piii-ement  for  temi)()raiy  or  |)ernuinent  potential  alienation  of  trust 
land  held  as  secuiity  on  a  loan.  vSuch  an  Indian  house  financing 
guarantee  program  should  also  ('ontain  incenti\-es  which  encourage* 
j)rivate  lending  institutions  to  seek  acti\(*  financing  inxolvement  on 
ti'ust  |)roperty  in  Indian  communities. 


INDIAN  HOUSING  AUTHORITY  STRUCTURE 

Tribal  governments  establish  IHAs  in  much  the  same  way  that 
non-Indian  local  units  of  government  create  public  housing  authori- 
ties by  enacting  an  ordinance  which  gives  the  IHA  certain  authority 
and  responsibiUty.  Each  IHA  has  a  number  of  Commissioners  (gen- 
erally numbering  between  5-15)  which  are  appointed  by  the  tribal 
government.  They,  in  effect,  are  the  board  of  the  IHA,  and  hire  the 
staff.  The  staff  head  is  an  executive  director  who  is  in  charge  of  the 
day-to-day  operations  of  the  IHA. 

Each  IHA  determines  the  local  housing  need,  solicits  Federal 
housing  assistance  from  HUD,  acts  as  project  developer  and  construc- 
tion manager,  and  finally,  as  public  housing  manager  for  the  life  of 
the  project. 

Public  Housing  Authorities  were  initially  created  under  the  1937 
Public  Housing  Act  in  order  to  allow  metropolitan  communities  to 
obtain  housing  assistance  directl}'  from  the  Federal  Government  in 
a  way  that  would  minimize  State  government  interference  or  involve- 
ment in  part  because  most  States  had  very  tight  reins  on  the  cities 
in  terms  of  their  debt  and  bonding  powers. 

When  HUD,  in  somewhat  of  an  afterthought,  decided  to  institute 
an  Indian  pubhc  housing  program  in  1961,  the  easiest  solution  was 
to  model  the  Indian  program  after  the  existing  public  housing  program 
including  its  use  of  the  local  public  housing  authority.  It  should  be 
noted,  however,  that  while  the  Public  Housing  Act  of  1937  brought 
public  housing  assistance  to  much  o!  the  country  in  1937,  it  was  not 
until  1961  that  reservation  Indians  began  to  benefit  from  the  program. 
In  effect,  the  application  of  the  Public  Housing  Act  in  the  early 
1960's  was  the  first  significant  house  construction  effort  on  many 
reservations  in  this  century. 

The  incidence  of  substandard  housing  is  most  acute  within  the  smaller 
Indian  communities.  Notabh',  about  S3  percent  of  all  Indian  tribes 
have  populations  of  less  than  1,000  members.  The  needs  of  these 
small  tribes,  while  overwhelmingly  large  in  their  specific  contexts,  are 
each  but  a  small  portion  (relatively  speaking)  of  the  entire  Indian 
housing  need.  The  public  housing  programs  are  designed  for  larger 
scale  administration  than  is  applicable  to  many  of  the  smaller  tribes' 
situations. 

In  some  instances,  HUD  has  required  that  small  tribes  join  together 
for  the  purpose  of  receiving  HUD  Federal  housing  assistance  under 
one  Indian  Housing  Authority.  Some  of  these  multitribal  IHAs  are 
responsible  for  as  many  as  16  different  tribes  and  communities,  over 
a  span  of  as  much  as  400  miles.  Thus,  small  tribes  are  forced  to  seek 
out  other  tribes  with  common  areas  of  need  and  a  willingness  to 
cooperate.  Given  the  geographical  isolation  of  many  small  tribes  and 
the  scarce  financial  resources  which  preclude  travel,  it  is  more  often 
than  not  a  sheer  impossibility  for  small  tribes  to  identify  other  tribes 
in  a  similar  situation  and  to  make  the  communication  necessary  for 
such  an  alliance. 

(23) 
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The  task  of  the  IHAs  is  not  an  easy  one.  One  o(  the  overriding 
j)roblems  is  that  the  programs  which  they  administer  are  overly 
complex.  This  problem  is  compounded  by  the  fact  that  few  IHAs 
])ossess  the  funds  to  emi)loy  highly  skilled  personnel  capable  of 
expeditiously  mastering  the  complex  program  requirements.  HUD, 
while  claiming  that  technical  assistance  and  training  is  made  available 
wherever  ])ossible,  has  rarely  found  sufficient  funds  nor  adequate 
administrative  resources  to  provide  IHAs  with  meaningful  assistance 
when  needed.  The  result  is  a  basic  impasse  in  problem  identification; 
and,  as  a  result,  problem  resolution.  HUD  officials  have,  in  the  past, 
blamed  "incompetent"  IHAs  for  delays,  while  the  IHAs  have  blamed 
HUD  for  failure  to  provide  technical  assistance  at  levels  comparable 
to  that  ])rovided  to  other  non-Indian  i)ublic  housing  authorities. 

Fiu'thermore,  the  IHAs  are  confronted  with  HUD  programs  and 
a  HUD  administrative  structure  that  is  predominantly  oriented  to 
an  urban,  high  density  environment.  Constantly,  the  IHA  is  required, 
on  its  own  initiative,  to  adapt  ])rograms  and  structures  to  its  s[)ecific 
situation.  As  will  be  discussed  later,  amendments  to  cost  limits  and 
other  program  requirements  simply  are  not  easily  obtained.  In  general, 
the  exceptions  and  appeals  that  are  necessary  to  adapt  these  pro- 
grams to  the  reservation  are  time-consuming  and  delay-producing. 

Kecommendations 

Given  the  j)resent  status  quo  at  the  Federal  level  of  fractured 
responsibility  for  Indian  housing  assistance,  it  is  clear  that  IHAs  of 
necessity  require  strong  administrative  resources  in  order  to  success- 
fully obtain  and  coordinate  joint  agency  funding  of  housing  projects. 
Hence,  HUD  should  provide  more  technical  assistance  and  training 
funds  to  IHAs.  HUD  should  increase  the  HUD  staff,  time,  and 
I'esource  assistance  devoted  to  IHAs'  projects,  i)articalarly  at  the 
field  level.  HUD  should  ensure  that  funds  provided  for  comprehensive 
management  and  administrative  training  functions  are  efficiently  and 
eft'ectively  expended  in  order  to  reduce  duplication  and  disorganization 
at  the  local  level  of  ])ublic  housing  administration.  And,  HUD  should 
be  required  to  perform  an  accurate  assessment  of  the  achievements 
and  failures  of  the  latest  HUD  technical  assistance  program  to  Indians 
called  the  Management  Initiative  for  Indian  Housing  (AHFIH). 

Although  HUD  agrees  that  its  Indian  programs  are  in  need  of 
major  changes,  since  they  are  not  readily  fitted  to  the  res.Mvation 
setting  (see  appendix,  j).  51,  1978  HUD  report  on  Indian  housing), 
such  major  changes  will  take  time  to  implement.  In  the  interim, 
HUD  should  initiate  special  streamlining  pi'occdures  that  cause  the 
expeditious  and  fiexible  application  of  waivers  and  exceptions  for 
Indian  |)i()grams  in  ordci-  to  eliminate  HUD  generated  delays  in  all 
aspects  of  tlu*  HUD  Indian  housing  delivery  system. 


HUD  ADMINISTRATIVE  STRUCTURE 

Directly  linked  to  an  IHA's  cai)iibility  to  perform  its  functions 
successfully  is  the  performance  of  HUD  personnel  and  the  structure 
under  which  they  operate.  The  less  assistance  and  support  an  IHA 
receives  from  its  HUD  ofRces,  the  less  work  the  HIA  will  accomplish 
successfully.  Likewise,  the  less  time  HUD  field  staff  give  to  an  IHA 
project,  the  more  production  will  be  dehwed.  Generally,  HUD  field 
and  central  offices  have  not  devoted  a  proportionate  amount  of  time 
and  resources  to  Indian  public  housing  despite  the  fact  that  IHAs  often 
need  more  assistance  than  PHAs. 

There  have  been  a  series  of  recommendations  presented  to  HUD 
both  from  the  Indian  community  and  the  lower  echelons  of  HUD 
which  support  the  establishment  of  separate  and  identifiable  offices 
and  structures  for  Indian  public  housing  programs.  The  response,  a 
tradition  in  cases  of  Indian  reorganization  proposals,  has  been  slow 
and  tentative. 

However,  the  central  office  in  its  November,  1978  reorganization 
effort  undertook  to  establish  a  central  office  on  Indian  housing  pro- 
grams directly  under  the  Deputy  Assistant  Secretary  for  Public  Hous- 
ing and  Indian  Programs.  To  date,  this  newly  created  office  has  not 
resulted  in  an  increase  in  the  number  of  central  office  personnel  as- 
signed to  Indian  housing  duties,  but  has  merely  represented  a  re- 
shuffling of  existing  staff.  (See,  p.  147  for  central  office  organizational 
chart).  Nevertheless,  this  move  to  establish  such  an  office  can  only 
contribute  to  an  increased  focus  and  accountability  at  the  central 
office  level  on  new  Indian  housing  policy  and  program  development 
initiatives. 

The  acting  director  of  the  newly  formed  office  has  stated  that  there 
are  four  primary  elements  to  the  new  office's  charge: 

1.  Process  the  new  regulations,  and  any  amendments  thereto. 

2.  Simplify  and  streamline  the  handbook. 

o.   Restructure  the  field  offices  so  as  to  better  assist  IHAs. 
4.  Train  IHAs  and  field  offices  in  order  to  promote  greater 
understanding  and  effective  use  of  the  present  system. 

Additionally^  the  new  office  has  the  authority  and  responsibility 
to  coordinate  the  work  of  other  central  offices  involved  in  the  delivery 
of  Indian  housing  {e.g.,  architect  and  engineering,  field  operations, 
budget,  etc.).  The  office  also  serves  as  the  central  office  unit  to  which 
the  Indian  housing  field  personnel  relate.  The  office  will  resolve  appeals 
by  IHAs  beyond  the  field  offices. 

In  March  of  1978,  the  HUD  Secretary  appointed  a  special  assistant 
for  Indian  programs  pursuant  to  the  requirements  of  section  901  of 
the  Housing  and  Community  Development  Act  of  1977.  The  special 
assistant  provides  advice  and  counsel  to  the  Secretar}^  and  other  HUD 
program  officials  with  respect  to  policy  and  program  design  and,  in 
general,  serves  as  the  departmental  advisor  on  Indian  affairs.  The 
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special  assistant  is  also  to  serve  as  the  primary  contact  for  Indian 
groups,  organizations,  and  individuals,  providing  them  with  informa- 
tion and  assistance,  and  facilitating  their  input  to  the  design  and 
implementation  of  HUD  programs. 

Only  two  of  HUD's  10  regional  offices  have  a  special  Office  of 
Indian  Programs.  The  largest  one  is  region  IX  (San  Francisco)  with 
])i'Ogram  responsibility  to  tribes  in  California,  Arizona,  New  Mexico, 
and  Nevada.  It  presently  has  about  70  staff  working  fulltime  on  both 
housing  and  community'  development  programs.  (See,  p.  148  appendix 
for  ojganizational  chart).  Region  VIII  (Denver)  has  jurisdiction  over 
Colorado,  North  Dakota,  South  Dakota,  Montana,  and  Utah.  It 
presently  has  about  t\\'o  dozen  staff  working  fulltimxC  on  Indian  hous- 
ing. (See,  p.  148  appendix  for  organizational  chart).  Under  this  struc- 
ture, some  of  the  regional  office  staff  are  assigned  to  the  area  offices 
nearer  the  ]3roject  locations.  These  two  regions  have  the  largest  num- 
ber of  Indian  tribes  participating  in  HUD  programs. 

Three  other  regions  (V — Chicago;  VII — Kansas  City;  and  X — 
Seattle)  each  have  one  Indian  program  coordinator,  but  in  these 
regions  and  the  remaining  regions,  regular  staff  handle  both  non- 
Indian  and  Indian  public  housing.  Unfortunately,  the  tendency  has 
been  for  these  regional  and  field  offices  to  devote  most  of  their  energy 
and  resources  to  public  housing  ]:)rograms  in  metropolitan  areas  at  the 
expense  of  the  struggling  Indian  housing  authorities. 

On  t^^'o  accounts,  ho^^'ever,  it  appears  that  HUD  is  beginning  to 
recognize  the  problems  generated  b}'  the  present  field  administrative 
structure.  In  its  December,  1978  report,  HUD  stated  that  it  was  pres- 
entl}'  analyzing  the  field  organization  to  determine  the  best  structure 
for  im])roving  the  administration  of  HUD  Indian  programs  in  the 
field,  and  that  it  plans  to  make  appropriate  changes  within  its  staff 
limitations  upon  completion  of  the  assessment. 

Also,  HUD  region  X  has  established  a  special  Indian  housing  pro- 
gram team  in  the  Seattle  area  office  with  fidl  authority  over  all  Indian 
housing  programs  in  Washington  State.  This  special  team  does  not 
re])i-esent  an  increase  in  staff  (except  for  the  reassignment  of  a  regional 
staff  person  to  the  area  level  to  serve  as  area  coordinator),  but  does 
reflect  an  increased  focus  on  Indian  programs  at  the  area  level.  This 
team  is  initially  a  demonstration  project  designed  to  meet  certain 
immediate  goals  (a  description  of  the  team  and  the  program  goals  are 
reprinted  in  the  appendix  on  page  149). 

Recommendations 

During  the  first  half  of  fiscal  your  1979,  HUD  should  conduct  a 
comprehensive  analysis  of  the  present  achninistrative  structure's 
impact  on  the  i)ro(Uicti()n  and  management  of  Indian  housing,  includ- 
ing a  coni])arison  between  the  achievements  of  regions  VIII,  IX,  and 
the  Seattle  area  office  team,  and  the  exi)eriences  of  the  remaining  field 
offices  lacking  any  si)ecific  Indian  structure.  By  the  end  of  fiscal  year 
1979,  HUD  should  construct  a  reorganization  scheme  for  the  regional 
and  area  offices  from  the  findings  of  the  foregoing  anal^'sis  which 
introduces  a  focused,  coheient,  and  ])i-o(luctive  emj)hasis  on  Indian 
nrogiams  at  all  levels,  and  which  delegates  broad  authority  and 
latitude  to  the  lowest  levels  j)()ssil)le  in  ordcM*  to  readily  enhance  the 
exer(us(5  of  flexibility  and  adaptability  at  the  local  levels. 


COMPREHENSIVE    PLANNING    FOR    HOME    CONSTRUC- 
TION AT  THE  LOCAL  LEVEL 

Without  argument,  constructing  a  home  is  a  significant  act  of 
economic  development.  Housing  construction  on  the  reservation  is 
just  one  element  of  a  total  community  development  scheme.  In  other 
words,  it  has  a  great  impact  on  employment  and  training,  community 
economic  life,  and  the  development  of  physical  infrastructure  such  as 
roads  and  utilities. 

Most  activities  on  reservations  are  related  to  Federal  programs  and 
funding.  The  Federal  Government,  of  course,  has  divided  up  re- 
sponsibility for  the  various  issue  fields  between  different  Federal 
agencies. 

The  tribal  government,  as  the  primary  planning,  management, 
and  ruling  body  on  the  reservation,  attempts  to  coordinate  and 
centralize  all  of  the  various  Federal  programs  impacting  the  reserva- 
tion in  a  way  which  results  in  comprehensive  economic  and  com- 
munity development.  This  is  an  awesome  task.  Unfortunately,  the 
Federal  departments  have  often  frustrated  rather  than  complemented 
the  efi'orts  of  tiibes  to  coordinate  the  many  programs  and  funds  into 
an  intelligible  whole.  The  result  has  been  an  approach  to  economic 
and  community  development  which  is  best  described  as  '^band-aid" 
in  method  and  result. 

Meaningful  Planning  TrnvARTEo 

For  instance,  the  Southern  Puget  Sound  Inter-Tribal  IHA  has 
presented  a  specific  case  in  point.  The  Suquamish  Tribe  prepared  a 
HUD  701  comprehensive  plan  for  community  development.  As  part 
of  the  plan,  they  identified  20  acres  as  a  site  for  about  30  new  homes 
for  tribal  members.  The  Tribe  bought  the  land,  and  the  IHA  applied 
for  HUD  housing.  The  IHA  received  a  program  reservation  from 
HUD  for  the  first  year  to  build  a  portion  (14  of  a  final  total  of  29) 
of  the  houses  planned  for  that  site.  Then,  the  IHA  attempted  to  get 
IHA  to  approve  funding  for  a  community  wide  sanitation  system 
that  would  ultimately  handle  the  entire  housing  development  as  it 
was  being  expanded  to  its  full  capacity  of  about  30  units. 

In  a  long  arduous  battle,  IHS  steadfastly  refused  to  fund  the 
comprehensive  communitywide  system  because  IHS  termed  it 
economically  not  feasible.  More  specifically,  IHS  determined  that  it 
could  not  commit  itself  to  building  a  comprehensive  system,  even  in 
incremental  steps  as  the  need  arose  when  more  of  the  total  number  of 
houses  were  built,  because  IHS  apparently  requires  a  firm  indication 
from  HUD  that  the  future  units  of  housing  would  be  likewise  funded. 

Because  IHS  refused  to  fund  a  comprehensive  system  that  would 
have  allowed  the  lot  size  to  be  significantly  smaller  in  this  land-scarce 
area,  the  IHA  was  forced  to  plan  for  16  houses  on  the  20-acre  plot, 
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rather  than  the  30  it  had  planned  for  under  the  comprehensive  plan. 
The  individual  lot  size  has  been  forced  up  to  more  than  1-acre  per 
house  due  to  the  individual  drainfield  system  emplo^'ed  b}^  IHS. 

The  land  value  in  that  area  is  at  about  $4,000/acre.  The  tribe  was 
attempting  to  apply  principles  of  economic  feasibility  by  making 
maximum  use  of  available  land.  IHS  thwarted  that  tribal  initiative 
by  applying  principles  of  economic  feasibility  that  produced  the 
cheapest  (per  house)  sanitation  system,  thereby  reducing  the  number 
of  houses  in  that  project.  In  the  end,  the  Tribe  was  not  allowed  to  plan 
comprehensively  because  IHS  planned  specifically.  IHS  thwarted 
meaningful,  long-term  communit3^wide  planning  by  apptying  short 
term,  bureaucratic  considerations. 

Generally,  tribes  and  IHAs  have  found  that  planning  efforts  in  many 
fields  are  often  futile  and  perhaps  even  counterproductive — futile 
because  all  relevant  Federal  agencies  rareh^  agree,  within  the  planning 
time  frame  necessary,  to  fund  the  suggested  activities  dictated  b}'  the 
plan,  and  counterproductive  in  that  false  hopes  are  raised  and  expecta- 
tions generated  that  are  never  fulfilled. 

IHAs  and  tribes  receive  planning  assistance  relevant  to  housing 
construction  primarily  from  HUD's  section  701  planning  grant 
program,  HUD's  community  development  block  (CDB)  grant  pro- 
gram, FmHA's  section  111  planning  grant  program,  or  HEWs 
Administration  for  Native  Americans.  Unfortunatel}',  these  sources 
generally  provide  only  minimal  amounts  of  funding  thereb}^  diminish- 
ing the  potential  scope  and  imj^act  of  well-develo])ed  planning.  The 
HUD  701  program,  for  instance,  has  been  decreasing  its  allocation  to 
Indians.  For  fiscal  years  1976-1978,  the  annual  Indian  set-aside  each 
year  was  $1.25  million.  For  fiscal  year  1979,  HUD,  has  reduced  it  to 
$1.0  million. 

In  Region  7,  701  funds  were  received  by  two  of  the  eight  applicant 
tribes  in  fiscal  year  1978.  The  funds  were  so  limited  that  if  they  had 
been  split  evenly  between  the  eight,  it  would  have  amounted  to 
$3,400  per  tribe.  The  $13,750  barely  allowed  each  of  the  two  tribes 
to  hire  one  person  and  establish  an  office.  The  limitations  on  the  ability 
of  such  a  small  office  to  meaningfully  function  are  obvious. 

Under  section  701  planning  grants,  California  tribes'  share  of  the 
national  set-aside  during  fiscal  year  1978  was  $159,000.  There  were 
86  reservations  or  rancherias  in  California  eligible  to  receive  the  funds, 
but  only  12  actually  received  them. 

The  Colville  Confederated  Tribes  applied  in  mid-1978  for  a  CDB 
grant  to  develop  a  comprehensive  planning  program  for  their  reserva- 
tion that  would  have  facilitated  the  wise  and  efficient  develo])ment  of 
housing  in  the  future.  Their  application  was  turned  down.  The 
proi)osal  was  to  have  performed  the  following  activities: 

(a)  Conduct  an  inventory  and  assess  the  current  condition 
of  the  existing  housing  stock,  the  existing  physical  infrastructure 
including  water  systems  and  sources,  sewage  systems  and  disposal, 
and  access  roads; 

(6)  Survey  the  land  and  its  resources  in  order  to  construct  a 
land  use  plan; 

(c)  Project  the  future  housing  needs,  ])articularly  with  respect 
to  attitudinal  skills,  and  educational  sur\c\ys  of  tribal  members 
])resently  oll'-reservation  to  determine  future  migration  patterns; 
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{(I)  Prepare  site  ])lans  for  eacli  ])otenlial  (]eveloj)ment  area 
in  accordance  with  land  use  j)lans,  discuss  the  phms  with  the 
citizens  ])resently  residing-  in  tiiese  areas,  and  gain  mutually 
acceptable  plan  approval; 

(e)  Develop  engineering^  designs  for  the  ])lanned  physical 
infrastructure,  ])repare  the  architectural  designs  for  the  planned 
community  facilities;  and 

(/)  Assemble  a  plan  for  a  capital  improvements  program  which 
schedules  the  construction  of  the  physical  infrastructure  and 
community  facilities. 

Recommexdatioxs 

Each  agenc}^,  and  particularly  HUD,  should  fund  and  otherwise 
encourage  the  development  and  use  of  comprehensive  plans  by  IHAs 
in  shaping  housing  projects.  The  scale  at  which  planning  activities 
are  funded  should  be  sufficient  to  ensure  the  development  of  meaningful 
plans.  HUD  should  immediately  allocate  more  (rather  than  less)  of 
the  section  701  planning  grants  to  Indian  tribes  and  should  monitor 
the  HUD  field  administration  of  that  j^rogram  to  guarantee  an 
efficient  application  of  these  scarce  dollars.  HUD  should  consider 
fidding  an  additional  line  item  in  the  total  development-cost  budget 
for  each  project  which  would  provide  the  requisite  support  for  com- 
prehensive planning  of  the  housing  project. 

Each  agency  involved  in  the  delivery  of  HUD-assisted  Indian 
housing  should  ensure  that  priority  is  assigned  to  the  implementation 
of  IHA  comprehensive  plans  (where  available)  in  the  planning  and 
allocation  of  each  agency's  resources.  Agency  consideration  of  short 
term  cost  savings  should  be  balanced  against  long  term  considerations 
of  the  involved  tribe's  overall  de\'elopment,  with  the  latter  overriding 
the  former. 


SANITATION  SYSTEMS 

The  Indian  Health  Service  (IHS)  is  a  major  provider  of  sanitation 
systems  and  assistance  on  reservations  because  its  primary  mission 
concerns  the  health  of  Indian  people  and  the  diminishment  of  all 
sources  of  disease,  including  those  related  to  environmental  factors. 
Yet,  as  with  virtually  every  aspect  of  the  Federal  Indian  housing 
delivery  system,  IHS  has  varying  responsibilities  for  sanitation  de- 
pending on  the  location  and  origin  of  the  house  needing  sanitation 
services. 

On  HUD-assisted  homes,  only  those  that  are  clumped  together  in  a 
clustered  site  and  which  are  close  enough  and  numerous  enough  to 
warrant  a  communityvvide  water  and  sewer  system  (on  the  basis  of 
the  per  unit  cost  efficiency  in  both  construction  and  operation)  are 
funded  by  IHS.  On  HUD-assisted  homes  that  are  scattered  or  in 
small  projects,  IHS  designs  individual  unit  s^^stems,  but  it  is  HUD 
that  finances  the  construction  out  of  the  total  development  cost.  On 
new  BIA-HIP  homes,  IHS  both  designs  and  funds  the  water  and 
sewer  systems  regardless  of  site  location. 

In  the  case  of  HUD  homes,  IHS  has  the  authority  to  determine 
whether  communitywide  or  individual  unit  systems  are  to  be  utilized. 
Very  often,  this  IHS  decision  determines  the  size  and  location  of  a 
site  solely  on  the  basis  of  the  economic  feasibility  of  the  water  and 
sewer  systems,  and  not  on  other  important  factors  involving  land 
costs,  location  preferences,  and  so  forth.  (See,  Suquamish  example 
cited  on  p.  29).  In  other  words,  IHS'  control  over  sanitation  design 
tends  to  extend  to  ultimate  house  project  design  without  consideration 
of  the  overall  factors  related  to  the  total  development  scheme  or  the 
preferences  of  the  affected  IHA. 

Since  IHS  funds  are  used  only  when  communitywide  systems  are 
chosen,  these  funds  are  not  charged  off  against  the  HUD-funded  total 
development  budget.  HUD,  on  the  other  hand,  funds  the  individual 
unit  systems  out  of  the  total  development  budget  of  the  house  thereby 
increasing  the  house  cost  to  the  occupant.  IHAs  are  thus  often  com- 
pelled into  clustering  HUD  houses  in  order  to  not  deplete  funds  from 
the  HUD-funded  total  development  budget  that  are  needed  for  other 
activities  and  items.  Too  often,  IHS  design  decisions  have  been 
determined  by  the  availability  or  nonavailability  of  IHS  funds. 
Where  no  IHS  funds  were  immediately  available,  or  where  IHS  com- 
puted a  per-unit  cost  based  on  sanitation  costs  alone  and  not  on 
related  factors,  IHS  has  designed  systems  that  it  does  not  have  to  fund. 

The  IHS  sanitation  budget  is  in  the  form  of  a  direct  appropriation 
which  provides  in  one  fiscal  year  a  lump  sum  for  sanitation  construc- 
tion work  in  Indian  communities.  Each  year,  a  portion  of  this  money 
is  targeted  for  assistance  to  federally  funded  new  housing.  The  remain- 
ing portion  is  devoted  to  providing  sanitation  services  to  existing 
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housing  stock.  IHS  also  has  the  latitude  to  commit  funds  appropri- 
ated in  one  fiscal  year  for  expenditure  in  future  fiscal  years^in  coordi- 
nation with  the  pace  of  construction. 

Kecommexdatioxs 

IHS  should  be  given  complete  authority  for  design  and  funding  of 
all  water  and  sanitation  services  for  new  federally  assisted  Indian 
housing,  thereby  eliminating  the  confusing  division  of  responsibili- 
ties and,  programmatically,  linking  the  design  and  funding  activities. 
This  will  not  result  in  a  major  shift  of  budget  responsibility  since  the 
additional  work  being  transferred  to  IHS  will  be  associated  with  rela- 
tively low  cost  individual  unit  systems.  Instead,  this  step  would 
simplify  the  project  development  process  and  ensure  cost  efficient 
expenditures.  IHS  should  also  be  required  to  expand  its  design  consid- 
erations to  incorporate  local  preferences  and  overall  project  cost  factors. 


INTERAGENCY  COORDINATION 

For  years,  study  after  study  has  concluded  that  one  major  obstacle 
to  improving  the  Federal  Indian  housing  delivery  system  is  the  lack 
of  coordination  between  the  four  Federal  agencies  involved.  Especially 
in  the  late  sixties  and  early  seventies,  there  were  numerous  examples 
of  uncompleted  housing  projects  that  were  delayed  to  the  i)oint  of 
deterioration  simply  because  the  agencies  involved  had  not  coordinated 
their  budget  and  program  cycles. 

Fortunately,  it  appears  that  this  problem  is  becoming  less  common. 
However,  the  IHA^s  task  of  seeking  cooperation  between  the  vaiious 
agencies  remains  a  major  responsibility  which  a  non-Indian  public 
housing  agency  does  not  bear.  At  times,  it  is  beyond  that  which  a 
given  IHA  can  reasonably  be  expected  to  accomplish. 

Interagency  coordination  is  primarily  a  matter  of  clear  role  defini- 
tion and  timing  as  to  the  allocation  and  commitment  of  resources 
between  relevant  agencies.  The  delineation  of  the  respective  functions 
of  HUD,  IHS,  and  BIA  in  the  delivery  of  HUD-assisted  housing  is  one 
thing.  The  differing  roles  of  FmHA,  BIA,  and  IHS  on  FmHA  assisted 
homes  is  another.  With  respect  to  BIA's  HIP,  the  duties  of  BIA  and 
IHS  must  often  be  joined  together  in  order  to  complete  the  project. 

Perhaps  the  most  frequentl^^  suggested  solution  for  this  maze  of 
conflicting  Federal  responsibilities  has  been  to  consolidate  programs, 
budgets,  and  responsibilities  into  one  single  agency.  But  such  a  con- 
solidation may  well  generate  other  problems,  both  political  and 
practical  in  nature.  As  a  practical  matter,  consolidation  of  all  Federal 
program  efforts  in  one  agency  may  well  have  the  consequence  of 
reducing  the  overall  scope  of  the  Federal  effort.  Consolidation  or 
reorganization  efforts  may  also  divert  public,  administrative,  and 
congressional  attention  and  support  away  from  the  question  of  re- 
fining the  delivery  system  toward  the  relatively  simplistic  issue  of 
where  the  scattered  functions  should  be  centralized.  Additionally, 
such  a  reorganization  effort  requires  a  great  deal  of  time,  a  period 
during  which  housing  production  would  be  expected  to  fall  off  even  as 
housing  needs  continued  to  escalate. 

Interagency  coordination  efforts  are  more  meaningful  when  directed 
toward  establishing  and  maintaining  procedures  whereby  communica- 
tion and  cooperation  is  encouraged  at  each  administrative  level  on 
each  project.  Also  necessary  is  specific  clarification  of  the  interde- 
pendent responsibilities  of  each  agency  involved  on  a  project.  These 
divisions  of  responsibility  must  be  carefully  draA\Ti  to  produce  the 
most  cost  effective,  timely,  and  efficient  process  possible. 

In  response  to  the  work  of  the  General  Accounting  Office  in  pre- 
paring its  1978  report,  HUD  ^^Tote  BIA  and  FmHA  on  December  1, 
1977,  to  suggest  that  the  agencies  meet  to  promote  interagency  co- 
ordination on  Indian  housing  and  to  discuss  the  development  of  a 
national  policy  for  Indian  housing.  It  was  more  than  one  year  later 
that  the  first  meeting  took  place.  As  yet,  there  is  little  to  indicate  that 
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any  of  the  departments  has  taken  any  tangible  steps  to  improve  the 
Federal  Indian  housing  delivery  system.  Though  the  HUD  Secretary 
admitted,  in  her  December  1977  letter,  that  ''in  the  past,  efforts  to 
create  a  coherent  Federal  policy  on  Indian  housing  apparently  have 
failed  because  of  parochial  disputes,"  those  same  parochial  disputes 
appear  to  continue  to  thwart  meaningful  change  by  the  administration. 

Eecommendations 

Since  HUD,  BIA,  IHS,  and  FmHA  have  apparently  had  only 
limited  success  at  interagency  dialog  and  coordination,  a  different 
approach  should  be  pursued  which  basically  recognizes  the  present 
division  of  responsibility  and  focuses  on  streamlining  the  overall 
program  delivery  system  in  a  manner  that  complements  program 
interactions  at  the  local  level. 

HUD,  because  of  its  primary  role  in  Indian  housing,  should  be 
designated  as  the  lead  agency  for  Federal  Indian  housing  efforts.  As 
lead  agency,  it  should  ensure  that  the  other  agencies'  independent 
programs  address  the  housing  needs  unmet  by  HUD's  public  housing 
programs.  For  example,  HUD  should  encourage  FmllA  to  increase 
participation  in  its  reservation-based  program  through  outreach  and 
technical  assistance.  The  resources  for  the  BIA-HIP  programs,  de- 
signed to  meet  the  needs  of  the  lowest  income  groups  incapable  of 
participating  in  either  HUD  or  FmHA  ])rograms,  should  be  based  on 
eligible  need  based  on  an  accurate  assessment  of  the  service  popula- 
tion. Also,  HUD  should  determine  whether  the  IHS  funded  and 
operated  sanitation  programs  are  readily  available  to  all  three  pro- 
grams. In  addition  to  the  coordination  of  the  independent  programs, 
HUD  should  also  take  the  lead  role  in  intermeshing  the  various 
responsibilities  of  the  BIA  and  HIS  in  the  production  of  HUD  public 
housing. 

An  interdepartmental  working  group  on  Indian  housing  should  be 
established  at  the  national  level  as  the  forum  in  which  the  various 
departments  can  engineer  the  coordination  tasks.  The  Office  of 
Management  and  Budget  should  designate  an  official  to  serve  as  co- 
chairman  with  an  official  from  HUD.  As  organic  parts  of  the  national 
group,  HUD  should  establish  an  interdepartmental  working  group  at 
each  HUD  regional  and  area  office  level.  These  area,  regional,  and 
national  grou])s  should  meet  quarterly  during  the  fiscal  year  and  allow 
]HAs  to  attend  the  meetings  whenever  possible.  Coordination  efforts 
should  be  first  generated  at  the  local  area  and  regional  levels.  Only 
when  ])rogram  ('oordination  ])roblems  are  nonspecific  to  the  given 
area  or  region  should  the  national  level  working  group  become  in- 
volved, in  order  to  allow  the  national  group  to  primarily  concentrate  on 
develoi)ing  more  generalized  ])olicy  initiatives  and  proce(kires. 


MINIMUM  PROPERTY  AND  DESIGN  STANDARD 
REQUIREMENTS 

It  is  no  surprise  that  HUD  1ms  tended  to  resist  any  sig-nificant  varia- 
tions from  its  standard  prototype  house  and  minimum  proj)erty  stand- 
ard (MPS)  requirements.  Unfortunately,  HUD's  idea  of  a  standard 
prototype  and  MPS  house  does  not  adapt  very  well  to  the  extreme 
variety  of  cultural  and  natural  conditions  found  in  all  parts  of  Indian 
country.  HUD's  inflexible  requirements  have  produced  uniformly 
standardized  houses  known  in  Indian  communities  as  '^HUD  boxes". 

Citing  actual  examples  makes  the  case  for  flexibility  most  per- 
suasive. For  instance,  many  Pueblo  Indians  would  prefer  to  have 
adobe  houses.  While  the  use  of  adobe  may  lengthen  the  construction 
period  slightly,  it  is  without  question  a  durable  building  material 
appropriate  to  both  local  weather  and  cultural  factors.  Adobe  happens 
to  be  a  leading  construction  material  in  the  private  house  building 
market  in  their  area — the  Southwest.  Adobe  is  a  common  indigenous 
building  material  to  that  area,  making  it  perhaps  the  most  cost 
efficient  building  material. 

FmHA  has  approved  section  502  loans  to  build  adobe  houses  in 
the  area.  Yet,  HUD  refuses  to  take  the  experience  of  the  surrounding 
private  market  and  FmHA  practice  at  face  value.  It  seems  that  there 
is  nothing  in  writing  which  proves  scientifically  that  a  one-adobe 
thick  wall  has  insulation  qualities  equal  to  or  greater  than  an  insulated 
2X4  or  2X6  wood  frame  wall.  So,  despite  the  surrounding  practice, 
HUD  has  refused  to  allow  IHAs  to  use  adobe,  unless  they  reinsulate 
it,  which,  of  course,  drives  the  costs  far  beyond  that  of  a  standard 
wood  frame  house. 

HUD  has  done  little  if  anything  to  research  the  benefits  of  adobe, 
but  has  instead  left  the  burden  of  proof  with  the  IHAs.  From  the 
Pueblos'  point  of  view,  they  are  now  being  told  they  must  prove  that 
a  building  material  they  have  been  using  for  thousands  of  years  is  a 
sufficient  insulator. 

In  another  almost  similar  instance  in  Alaska,  some  Native  housing 
authorities  have  requested  that  logs  be  used  as  a  major  part  of  the 
house  frame  and  walls.  In  Alaska,  logs  have  been  a  common  building 
material  for  hundreds  of  years.  Since  surrounding  private  market 
house  construction  continues  to  use  logs,  the  housing  authorities  rea- 
sonably assumed  that  logs  would  be  allowed  by  HUD.  Instead,  HUD 
has  not  allowed  any  HUD  homes  to  be  built  with  logs  despite  the  fact 
that  various  engineers  and  associates  of  the  University  of  Alaska  have 
concluded  that  a  log  house  can  be  built  as  energy  efficient  as  a  regular 
wood  frame  house. 

In  another  example  presented  to  the  committee  staff,  the  Quinault 
Tribal  Housing  Authority  experienced  great  difficulty  in  obtaining 
HUD  approval  of  the  use  of  cedar  shake  shingles  on  a  housing  project 
they  began  in  the  spring  of  1978.  The  Quinault  Tribe  operates  a 
cedar  shake  mill,  one  of  the  Tribe's  attempts  to  achieve  economic  self- 
sufficiency.  The  IHA  not  only  preferred  cedar  shakes  for  aesthetic 
and  climatic  reasons,  but  also,  as  an  entity  of  the  Tribe,  the  IHA 
preferred  to  build  up  the  local  economy  by  using  their  own  tribal 
enterprise's  resource  (cedar  shakes)  on  the  tribal  housing  project. 
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HUD's  response  was  that  cedar  shakes  were  simply  too  expensive. 
Only  after  prolonged  persistence,  and  a  tribal  offer  to  provide  the 
shakes  to  the  IHA  project  at  a  discount,  did  HUD  accept  cedar  shake 
use. 

Cost  appears  to  be  the  determining  factor  in  these  instances.  But 
HUD's  set  of  cost  factors  does  not  include  a  meaningful  consideration 
of  the  consequential  impact  HUD's  projects  have  or  do  not  have  on 
a  given  tribe's  economy.  While  HUD  sets  its  cost  containment  pro- 
cedures at  the  national  level,  the  local  application  of  these  procedures 
often  defy  elementary  management  principles  by  ignoring  factors 
other  than  the  cost  per  square  foot  of  floor  covered. 

If  the  overall  interest  of  the  Federal  Government  is  to  contribute 
to  the  self-sufficiency  of  the  reservation  economy,  then  this  interest 
should  be  an  important  component  in  the  set  of  cost  factors  governing 
a  HUD  project.  In  other  words,  if  the  long  term  goal  of  the  Federal 
Government's  public  housing  and  other  public  assistance  programs  is 
to  move  people  away  from  a  state  of  severe  economic  dependency, 
then  HUD  should  incorporate  local  preferences  with  respect  to  which 
building  materials  are  utilized  at  least  in  those  instances  where  it  makes 
economic  sense  for  the  tribe  to  so  prefer. 

MPS'  are  a  regulation  device  whereby  HUD  is  supposed  to  be  able 
to  uniformly  measure  the  housing  it  assists  against  a  standard  set  of 
minimum  criterion.  Existing  regulations  allow  for  MPS  standards  to  be 
amended  or  adjusted.  Yet,  on  the  rare  occasion  that  an  amendment 
is  approved,  it  is  only  after  a  well-knit  case  is  presented  to  HUD 
accompanied  b}^  persistent  pressure.  HUD's  administrative  (and  per- 
haps cultural)  tendency  is  to  dismiss  as  a  matter  of  course  any  devia- 
tions from  the  national  norm  of  minimum  criterion.  In  effect,  the 
minimum  property  standards  have  been  made  operatively  sacro- 
scant  by  HUD. 

The  original  intent  of  MPS  and  design  standards  was  generally  to 
ensure  a  degree  of  qualit}^  and  control  expenditures.  Even  in  theory, 
the  MPS  and  design  standards  have  a  bias  favoring  metropolitan 
rather  than  isolated  rural  applications.  In  actual  practice  on  reserva- 
tions, MPS  and  design  standards  have  resulted  in  "box  houses", 
in  clustered  niral  housing,  and  in  inappropriately  sized  and  st3"led 
housing  with  many  of  the  scarce  housing  assistance  dollars  being  spent 
on  unwanted  features. 

Recommendations 

HUD  should  include  a  specific  process  in  its  upcoming  handbook 
whereb}^  standai'ds  for  house  design  are  locally  specific.  HUD  should 
direct  its  area  offices  to  work  with  their  IHAs  and  in  conjimction  with 
HUD  regional  and  central  offices  to  develop  MPS  and  design  require- 
ments specific  to  each  HIA.  Such  IHA  specific  requirements  should 
primarily  reflect  local  climatic  and  cultural  considerations,  and  sec- 
on(hirily  reflect  national  imiform  standards.  As  a  result,  each  IHA 
should  have  its  own  specific  minimum  design  stanchirds,  eliminating 
the  delays  j)reviously  associated  with  recpiests  for  exceptions  and 
making  design  np])li(;ation  a])])ropriate  in  terms  of  cost  efficiency, 
(lurability,  indivichial  ])referonces,  and  cultural  respect.  In  the  interim 
j)erio(i  whih^  the  JHA-sj)ecific  standards  are  developed,  HUD  should 
vest  its  area  or  regional  offirjes  with  authority  to  readily  expedite 
such  excej)tions. 


LEASE  PURCHASE  PROPOSAL 

There  are  essentially  two  main  tasks  which  an  IHA  performs.  The 
first  involves  getting  a  project  funded  and  constructed,  or  the  con- 
struction and  development  phase.  The  second  ])hase  has  to  do  with 
management  of  the  ])ublic  housing  projects  built  in  the  first  phase. 
This  management  phase  varies  from  between  25  to  40  years,  depend- 
ing on  which  of  the  four  different  public  housing  programs  the  IHA 
has  utilized  within  its  area  over  the  past  18  years  (rental,  turnkey  HI, 
old  mutual  help,  or  new  mutual  help).  The  varying  responsibilities 
under  the  four  different  programs  present  a  literal  management  maze 
for  IHAs  faced  with  the  conflicting  program  requirements,  accounting 
procedures,  and  responsibilities.  It  is  in  this  management  phase  where 
many  of  the  problems  with  HUD  Indian  public  housing  lie. 

Many  of  the  Indian  families  occupying  rental  and  mutual  help 
homeownership  homes  are  not  able  to  meet  the  financial  requirements. 
As  the  HUD  Secretary's  1978  Indian  housing  report  (p.  51)  points  out, 
Indian  reservation  communities  are  extremely  low  income  areas. 
Despite  the  statutory  requirement  that  a  mutual  help  participant  pay 
no  more  than  25  percent  of  his  or  her  annual  adjusted  income,  the 
IHA's  administrative  charge  and  the  monthly  utility  costs  alone  often 
exceed  the  25  percent  ceiling.  The  result  is  that  families  who  are  not 
supposed  to  pay  more  than  25  percent  must  do  so  except  in  the  unlikely 
situation  where  the  IHA  or  the  public  utility  decline  to  collect  their 
bills.  While  these  extremely  low-income  families  cannot  afford  their 
basic  housing  costs,  most  are  unwilling  to  give  up  their  homesite  and 
their  opportunity  for  homeo\\Tiership  in  favor  of  a  rental  house  at  a 
different  site  and  a  20-25  percent  income  rental  payment. 

Also,  there  are  a  number  of  rental  families  who  have  long  occupied 
their  rental  home  and  whose  economic  situation  has  improved  to  the 
point  that  they  would  prefer  to  remain  in  their  home  and  begin  to 
purchase  it. 

Reservation  income  levels  change  seasonally  and  periodically. 
Many  occupants  of  rental  and  owTiership  homes  lack  income  stability. 
Yet,  some  would  welcome  the  opportunity  to  incrementally  invest  in 
home  ownership  as  often  as  they  can  under  their  vacillating  income 
levels. 

Many  IHAs  and  their  staffs  have  long  experience  with  the  problems 
of  developing  and  managing  the  various  public  housing  programs  in 
the  rural,  often  isolated  and  low  income  areas  that  comprise  many 
reservations.  On  the  basis  of  that  experience,  some  have  proposed  an 
alternative  lease-purchase  program  model  that  would  select  the  best 
features  from  each  existing  program  and  unite  them  into  one  simpli- 
fied program  m.ore  appropriate  to  the  reservation  setting.  Unfortu- 
nately, since  their  initial  presentation  of  the  lease  purchase  proposal 
to  HUD  in  February  1978,  they  have  had  no  formal  response,  either 
positive  or  negative. 
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The  basic  concept  of  the  lease-purchase  proposal  would  combine 
the  present  rental  and  homeownership  programs  into  one  program 
in  which  the  participant  makes  a  payment  which  is  between  15-25 
percent  of  the  adjusted  family  income.  As  the  participant's  income 
level  fluctuates  over  time,  the  percent  of  income  factor  will  generate 
vaiying  levels  of  payment.  "Where  the  participant's  payment  exceeds 
the  amount  necessary  to  meet  the  IHA's  administrative  charge  for 
oj^erational  expenses  associated  with  the  project  (as  determined  pres- 
ently by  HUD)  and  the  utility  costs  of  the  house,  the  excess  amount 
willbe  credited  to  the  participant's  equity  in  the  home  in  a  manner 
identical  to  the  monthly  equity  payments  account  under  the  mutual 
help  homeownership  program.  If  the  participant's  payment  is  con- 
sistently above  the  minimum  payment  level,  that  participant  will 
develop  increasing  equity  in  his  or  her  homie  and  thereby  shorten  the 
time  in  which  the  occupant  can  gain  homeownership  title.  The  amorti- 
zation period  (and  thus  the  purchase  period)  would  be  25  years  or 
less,  identical  to  the  procedure  utilized  currently  by  the  new  mutual 
helj)  homeownership  program. 

If,  on  the  other  hand,  a  participant's  income  drops,  the  arrangement 
would  retreat  from  an  equity  building  purchase  scheme  to  that  of  a 
partially  subsidized  low  rent  program  so  that  the  IHA  is  not  forced 
to  evict  the  occupant  from  the  home  into  a  low-rent  house  simply 
because  of  the  temporary  drop  of  income  despite  the  fact  that  the 
participant  is  still  paying  15-25  percent  of  his  or  her  now  reduced 
income. 

In  sum,  this  lease-purchase  program  proposal  would  do  a  number 
of  basic  things.  It  would  give  good  rental  tenants  a  break  b}^  allowing 
them  to  gain  ownership  in  the  future.  Though  the  program  would  not 
necessarily  result  in  any  immediate  Government  savings  (or  costs  for 
that  matter),  it  would  simplify  the  programs  thereby  allowing  more 
efficient  and  effective  management  on  the  part  of  IHAs.  It  would  also 
institute  a  comprehensible  financial  arrangement  so  that  each  par- 
ticipant would  be  able  to  understand  the  precise  financial  obligations 
and  responsibilities  each  has.  The  period  in  which  the  IHA  manages 
the  maintenance  and  operations  of  the  project  would  be  conformed 
to  25  years  for  all  new  projects,  identical  to  the  mutual  help  program's 
present  arrangements.  And,  the  new  units  of  public  housing  would  be 
constructed  and  developed  exactly  as  they  were  before.  Only  the 
management  phase  would  be  affected. 

Recommendations 

Since  many  IHAs,  particularly  those  in  region  IX,  have  requested 
without  success  since  early  1978  that  HUD  consider  implementing 
the  lease-purchase  model,  HUD  should  immediately  initiate  a 
thorough  examination  of  the  merits  and  demerits  of  the  general  lease- 
purchase  model  and  issue  a  re})ort  to  the  appropriate  congressional 
committees.  Tliis  process  should  specifically  assess  whether  such  a 
l)rogram  model  would  sirnplify  the  existing  programs,  diminish 
unnecessary  or  time  consuming  administrative  requirements  inappro- 
priate to  tlio  reservation  setting,  encourage  efficient  and  improved 
management  of  public  housing  stock,  and  increase  the  quantity  and 
quality  of  Indian  pul)li(;  housing  i)ro(iuction. 


REHABILITATION  AND  MODERNIZATION  OF  EXISTING 
SUBSTANDARD  HOUSING 

Many  of  the  existing  homes,  whether  of  HUD,  BIA,  or  ])ri\'ate 
origin  are  in  a  severe  state  of  disrepair.  The  need  for  reliabilitation 
and  modernization  work  has  been  cited  by  numerous  studies  inchuling 
those  of  the  GAO.  In  addition  to  normal  maintenance  needs,  there  are 
a  large  number  of  built-in  maintenance  problems  resulting  from  faulty 
design  and  poor  construction  of  units. 

While  maintenance  of  HUD  homes  is  the  responsibility  of  the 
IHAs,  many  IHAs  lack  sufficient  funds  because  their  source  of  funds 
is  supposed  to  be  the  rental  and  homebuyer  payments  collected  from 
existing  occupants,  and  many  IHAs  are  experiencing  great  difficulties 
in  collecting  these  j^ayments.  The  reasons  for  this  problem  are  manifold. 
Many  of  the  occupants  live  in  poverty  and  cannot  afi'ord  the  payments. 
Tribal  leaders  and  courts  are  reluctant  to  enforce  collection  and  evic- 
tion policies  because  there  is  often  no  other  place  on  the  reservation 
for  evicted  people  to  be  housed.  Construction  defects  discourage  an 
occupant  from  making  payments  for  a  deficient  product.  BIA-HIP 
house  participants  make  no  payments.  Many  IHAs  lack  the  experience 
required  for  effective  collection.  And,  under  the  present  system,  a 
tenant's  accounts  and  financial  liabilities  are  not  precisely  known  by 
the  tenant. 

The  General  Accounting  Office  reviewed  12  separate  IHAs  in  pre- 
paring its  1978  report  and  found  that  228  of  the  301  existing  units 
observed  were  in  need  of  repair.  And,  HUD  region  IX  office  estimated 
that  about  $3  million  is  needed  to  correct  design  and  construction 
deficiencies  in  approximately  2,000  HUD  Indian  units  in  that  region. 
In  its  1978  report  to  Congress,  HUD  states  that  of  the  approximate 
total  of  24,000  HUD  units  now  occupied  and  under  IHS  management, 
an  estimated  10,000  are  in  need  of  some  modernization  such  as  con- 
verting the  existing  utility  svstems  to  utilize  indigenous  fuel  sources 
(HUD  estimates  the  need  to  be  $20  milhon  for  10,000  units).  HUD  has 
set  aside  $465,000  in  fiscal  year  1979  contract  authority  for  approxi- 
mately $5  million  in  modernization  work  on  Indian  housing. 

The  new  regulations  make  Mutual  Help  homes  eligible  for  moderni- 
zation funds  for  the  first  time,  but  these  funds  will  be  restricted  to 
activities  other  than  correcting  design  or  construction  deficiencies. 
HUD  states  that  the  latter  deficiencies  must  be  ameliorated  through 
the  use  of  funds  derived  from  the  total  development  cost  or  through 
enforcement  of  adequate  performance  on  the  part  of  the  contractors 
involved.  Unfortunately,  for  manv  occupants  of  HUD  homes, 
there  is  no  more  total  development  money  remaining  and  the  project 
contractor  is  beyond  reasonable  reach.  The  needs  of  these  houses 
must  be  addressed  by  specific  rehabilitation  efforts  designed  to  make 
the  units  durable,  energy  efficient,  and  safe. 
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Kecommendation 

HUD  should  assess  the  extent  of  the  rehabilitation  and  moderniza- 
tion need  on  existing  HUD  Indian  units,  and  develop  an  incremental 
plan  for  eliminating  the  need. 


HUD'S  LATEST  PROPOSAL:  ADD  A  CONSTRUCTION 

MANAGER 

HUD's  responses  to  the  continuing  crisis  of  need  and  the  deficient 
HUD  delivery  system  have  been  sporadic  and  vacillating.  During  1978, 
HUD  floated  the  concept  of  adding  a  private  firm  to  the  delivery 
system  to  provide  technical  assistance.  HUD  termed  the  additional 
service  as  that  of  a  construction  manager.  In  stating  the  need  for  such 
a  construction  manager,  HUD  said: 

Although  HUD  finances  a  substantial  portion  of  all  new  Indian  units,  the 
production  goals  for  Indian  housing  have  never  been  reached;  the  development 
process  has  been  too  long;  the  development  costs  have  been  too  high,  and  much  of 
the  housing  has  been  plagued  with  deficiences. 

This  represents  a  clear  admission  of  gross  problems.  This  admission 
by  HUD  is  used,  however,  as  the  rationale  for  introducing  a  private 
firm  to  the  process  which  would  basically  perform  the  IHA's  (not 
HUD's)  jobs  for  them.  By  clear  implication,  the  construction  manager 
concept  as  presently  designed  would  position  the  blame  for  the  gross 
failures  onto  the  IHAs,  and  away  from  HUD.  Without  question,  this 
is  unfair. 

Though  there  have  been  a  number  of  rewrites  of  the  original  con- 
struction manager  request  for  proposals,  it  appears  clear  that  HUD, 
in  proposing  this  as  a  solution,  is  implying  that  the  problem  is  that  the 
IHA  cannot  do  its  job  as  it  is  supposed  to,  rather  than  identifying 
the  problem  for  what  it  is:  HUD  field  offices  fail  to  give  even  propor- 
tionate time  to  Indian  housing;  IHAs  receive  little  or  no  meaningful 
technical  resource  funding;  and,  the  public  housing  programs  are  not 
easily  applicable  in  the  rural  reservation  setting. 

Since  HUD  has  not  yet  released  its  specific  and  final  intentions 
regarding  the  construction  manager  proposal,  it  is  not  possible  to  pro- 
vide a  full  and  accurate  analysis  of  the  concept.  HUD  has,  however, 
already  solicited  applications  from  private  firms  to  perform  what  is 
called  a  ''demonstration"  project.  Apparently,  HUD  intends  to  use 
the  construction  manager  in  regions  where  there  is  presently  major 
Indian  housing.  The  use  of  a  construction  manager's  services  in  the 
development  of  future  unit  allocations  could  apparently  be  imposed 
on  an  IHA  by  HUD  arbitrarily.  The  choice  for  such  an  IHA  would  be 
either  to  accept  the  IHA-suiTogate  construction  manager's  services  or 
receive  no  new  units.  This  provision  raises  serious  questions  regarding 
Indian  self-determination,  and  legal  conformance  to  HUD's  authority 
to  award  and  deny  units  of  public  housing.  Second,  the  funds  for  the 
construction  manager  firm  are  to  come  out  of  the  total  development 
costs,  in  other  words,  out  of  the  already  overburdened  source  of  funds 
which  IHAs  have  to  work  with  in  building  their  houses.  Third,  the 
proposal  says  little  if  anything  about  the  ways  by  which  the  HUD 
administrative  structure  and  its  programs  might  benefit  from  the  con- 
struction manager's  assessment,  advice,  and  assistance. 
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Regardless  of  the  merits  or  demerits  of  the  construction  manager 
concept,  it  is  altogether  too  clear  that  HUD's  failure  to  consult  with 
Indian  tribes  and  IHAs  in  proposing  this  concept  is  inconsistent  with 
the  prevailing  Federal  policy  of  self-determination.  The  idea  did 
not  originate  with  the  IHAs.  Instead,  it  came  from  central  office  with 
the  unambiguous  message — the  IHA's  are  at  fault,  not  HUD.  If  HUD 
had  proposed  that  IHAs  were  to  each  have  the  latitude  to  revise  and 
amend  the  total  development  cost  categories  in  such  a  way  as  to  locally 
acquire  the  necessary  technical  assistance  in  a  timely  and  appropriate 
fashion,  IHAs  may  have  welcomed  the  opportunity.  Such  flexibility 
is  something  they  have  unsuccessfully  been  seeking  for  a  long  time. 
Instead,  HUD  conceived  of  a  national  superfirm(s)  which  would  be 
controlled  by  the  HUD  central  office,  not  by  the  local  IHAs. 

In  addition,  if  the  construction  manager  proposal  had  been  charac- 
terized and  designed  as  an  optional  tool  by  which  IHAs  and  Indian 
groups,  previously  denied  allocations  of  HUD  housing  units,  could 
gain  sufficient  technical  assistance  to  successfully  develop  a  housing 
project,  then  the  request  for  proposals  would  have  been  a  welcome 
initiative.  If  elementary  foresight  would  have  been  exercised  by  HUD, 
the  energy  and  time  of  both  the  IHAs  and  HUD  could  have  been 
diverted  to  more  meaningful  and  constructive  changes  in  the  delivery 
system.  Unfortunately,  the  proposal  has  caused  diversionary  brush- 
fires  in  the  field  of  Indian  housing,  allowing  the  debilitating  patch- 
work delivery  system  to  go  on  unchecked. 

Recommendations 

In  its  present  form,  the  construction  manager  proposal  carries  the 
stigma  of  a  politically  mishandled,  conceptually  incomplete,  and  by 
inference,  obnoxious  HUD  proposal.  For  these  reasons,  HUD  should 
take  the  proposal  back  to  the  drawing  stages  in  complete  consultation 
and  cooperation  with  the  IHAs,  in  order  to  recast  it  into  a  useful  and 
elective  tool  for  IHAs  to  use. 


BIA  HOUSING  IMPROVEMENT  PROGRAM 

Althouuh  HUD  provides  a  large  percentage  of  Indian  housing,  BIA's 
Housing  Improvement  Program  (HIP)  has  had  an  important  role  to 
play  in  the  Federal  attempt  to  alleviate  substandard  Indian  housing. 
HIP  is  a  grant  program  which  allocates  one-year  grants  to  tribes 
which  in  turn  can  be  used  to  make  emergency  repairs  to  existing  sub- 
standard housing  (limited  to  $2,500  per  unit),  to  repair  housing  to 
bring  it  up  to  standard  condition  (limited  to  $13,000  per  unit),  to 
make  do^^Tlpayments  on  housing  loans  (up  to  $5,000  generally; 
$6,000  in  Alaska),  or  to  finance  construction  of  a  new  house  (up  to 
$30,000  generally;  $40,000  in  Alaska).  Assistance  under  this  program 
is  only  available  to  families  that  cannot  obtain  assistance  from  any 
other  source,  public  or  private. 

The  HIP  program  is  generally  simple  to  administer  and  is  often 
contracted  by  the  tribe  with  minimal  direct  involvement  of  the  BIA. 
As  a  result,  it  is  quite  flexible  in  adapting  to  local  conditions  and  pref- 
erences. HIP  is  primaril}^  a  repair  program  for  existing  substandard 
housing,  and,  in  many  instances,  HIP  funds  are  used  to  make  emer- 
gency repairs  which  still  leave  the  home  in  a  substandard  condition. 

The  program  was  funded  at  about  $20.2  million  in  fiscal  year  1978. 
Approximate!}^,  $16  million  of  this  financed  the  construction  of  more 
than  500  new  homes  and  repaired  more  than  3,000  units.  In  fiscal 
year  1979,  the  BIA-HIP  program  received  more  than  $25.2  million, 
$20.8  million  of  which  will  go  to  the  actual  construction  and  renova- 
tion of  Indian  housing. 

It  should  also  be  noted  that  the  HIP  program  tends  to  foster  friction 
and  misunderstanding  in  some  areas  since  it  does  not  necessarily 
require  HIP  participants  to  make  financial  contributions  while  HUD 
or  FmHA  participants  must  do  so.  In  most  instances,  the  HIP  pro- 
gram assistance  is  limited  to  the  poorest  of  the  poor  who  are  otherwise 
without  adequate  housing. 

Recommendations 

BIA  should  conduct  a  sound  inventory  of  need  and  present  an 
incremental  plan  for  eliminating  the  worst  of  the  substandard  housing. 
BIA's  HIP  and  tribal  housing  personnel  should  be  encouraged  to  work 
with  HUD  and  IHA  personnel  in  the  development  of  realistic  housing 
program  plans  specific  to  each  reservation  for  eliminating  substandard 
housing. 

(43) 


41-094—79- 


DIGEST  OF  MAJOR  RECOMMENDATIONS 

Prototype  Cost  Limits 

HUD  should  seriously  consider  eliminating  prototype  cost  limits 
in  the  production  of  Indian  housing.  HUD  should  immediately  imple- 
ment some  interim  procedures  which:  a)  ensure  expeditious  flexibility 
and  consultation  in  the  establishing  and  revising  of  prototypes;  b) 
develop  appropriate  and  specific  Indian  area  prototypes;  and  c)  pub- 
lish Indian  prototypes  biannually. 

Davis-Bacon  Wage  Rates 

The  Department  of  Labor  should  develop  an  Indian  apprentice- 
ship and  training  program  that  works  on  Indian  reservations.  The 
Department  of  Labor  should  establish  Davis-Bacon  wage  rates  that 
are  specific  to  each  Indian  area.  And,  the  Department  of  Labor  and 
HUD  should  seriously  consider  exempting  HUD-assisted  Indian 
homes  that  are  detached  single  family  units  from  Davis-Bacon 
requirements. 

Financing  Indian  Housing  on  Trust  Lands 

HUD  should  initiate  an  interagency  assessment  of  the  financing 
difficulties,  and  provide  Congress  with  remedial  recommendations. 
Such  solutions  should  encourage  private  market  involvement,  but 
should  not  place  trust  land  in  jeopardy.  HUD  should  adapt  its  mort- 
gage insurance  programs  to  the  reservation  setting,  in  order  to  increase 
Indian  participation.  FmHA  should  measurably  increase  Indian  par- 
ticipation in  its  existing  homeownership  loan  programs  by  setting 
annual  loan  agreement  goals,  increasing  Indian  related  field  staff,  and 
removing  the  $15,600  income  ceiling  for  Indian  participants.  BIA 
should  reactivate  the  Indian  Revolving  Loan  Fund  for  Indian  hous- 
ing. And  HUD,  in  cooperation  with  BIA  and  FmHA,  should  establish 
a  Federal  loan  guarantee  program  for  Indian  home  financing. 

Indian  Housing  Authority  Structure 

HUD  should  provide  increased  technical  assistance,  training,  and 
administrative  management  funds  to  Indian  Housing  Authorities. 
HUD  staff  should  devote  more  field-level  staff  time  and  resources  to 
Indian  housing  projects.  In  general,  HUD  should  immediately  insti- 
tute interim  procedures  designed  to  cause  the  expeditious  and  flexible 
application  of  waivers  and  exceptions  to  the  burdensome  Indian  pro- 
gram requirements. 
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HUD  Administrative  Structure 

During  fiscal  year  1979,  HUD  should  study  its  present  organiza- 
tional structure,  and  reorganize  the  regional  and  area  offices  in  order 
to  effect  an  efficient  and  productive  Indian  housing  delivery  system 
at  all  levels. 

Comprehensive  Planning 

Comprehensive  plans  should  be  funded  and  utilized  wherever  pos- 
sible by  each  agency  involved.  HUD  should  allocate  more  (not  less) 
section  701  planning  grants  to  Indian  communities. 

Sanitation  Systems 

The  Indian  Health  Service  (IHS)  should  be  given  complete  au- 
thority for  the  design  and  funding  of  water  and  sewer  services  for  all 
new  federall}^  assisted  Indian  housing.  IHS  should  ensure  that  local 
design  preferences  are  adhered  to  wherever  possible. 

Interagency  Coordination 

HUD  should  be  designated  the  lead  Federal  agency  for  Indian 
housing.  Interagency  efforts  should  focus  on  streamlining  the  existing 
delivery  system  and  coordinating  the  program  interactions  at  the 
local  level.  Interdepartmental  working  groups  at  all  levels  should  be 
established  to  perform  the  necessary  coordination  tasks. 

Lease-Purchase  Proposal 

HUD  should  conduct  a  thorough  examination  of  the  lease-purchase 
proposal,  and  give  serious  consideration  to  implementing  it  as  a 
program  option. 
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Appendix  I.  (A)  September  29,  1978  Letter  to  HUD  Secretary 
Harris  From  Senators  Proxmire,  Abourezk,  and  Gravel 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Washington,  D.C.,  September  29,  1978. 
Hon.  Patricia  Roberts  Harris, 
Secretary, 

Department  of  Housing  and  Urban  Development, 
Washington,  D.C. 

Dear  Madam  Secretary:  As  you  know,  section  901  of  the  Housing  and  Com- 
munity Development  Act  of  1977,  P.L.  No.  95-128,  requires  that  the  Secretary  of 
the  Department  of  Housing  and  Urban  Development,  not  later  than  December  1 
of  each  year,  submit  a  report  to  Congress  which  shall  include — 

(a)  a  description  of  her  activities  during  the  current  year  and  a  projection  of 
her  activities  during  succeeding  years; 

(6)  estimates  of  the  cost  of  the  projected  activities  during  succeeding  fiscal 
years; 

(c)  a  statistical  report  on  the  conditions  of  Indian  and  Alaska  Native  housing; 
and 

{d)  recommendations  for  such  legislative,  administrative  and  other  actions  as 
she  deems  appropriate. 

We  are  very  concerned  that  the  report  you  submit  on  or  before  December  1, 
1978  be  as  comprehensive  and  detailed  as  possible.  In  Alarch  of  this  year,  the 
General  Accounting  Office  issued  a  report,  entitled  "Substandard  Indian  Housing 
Increases  Despite  Federal  Efforts:  A  Change  is  Needed".  The  GAO's  critique 
of  HUD  and  Bureau  of  Indian  Affairs  housing  efforts  suggests  the  need  for  a 
thorough  report  which  will  provide  data,  conclusions  and  legislative  recommenda- 
tions for  improving  Indian  housing  and  community  development  programs.  Your 
Department,  as  the  federal  agency  with  the  largest  Indian  housing  program, 
bears  primar}^  responsibility,  in  our  judgement,  for  providing  such  guidance. 

As  part  of  the  information  mandated  by  section  901(d),  we  would  expect  the 
Department's  report  to  include: 

(a)  Departmental  plans  for  reorganizing  the  administration  of  HUD  Indian 
housing  and  community  development  programs,  including  consideration  of  the 
creation  in  all  appropriate  regional  offices  of  an  Office  of  Indian  Programs;  plans 
for  carrying  out  more  effective  coordination  of  program  efforts  with  BIA,  the 
Farmers  Home  Administration  and  the  Indian  Health  Service;  and  plans  for 
developing  closer  and  more  supportive  relationships  with  Indian  Housing 
Authorities. 

(6)  Specific  changes  in  Indian  housing  and  community  development  regulations, 
including  those  which  relate  to  the  use  of  modernization  funds  for  the  mutual  help 
homeownership  program,  establishment  of  realistic  prototype  housing  costs  on  a 
timely  basis,  allocation  of  Indian  housing  units  and  use  and  targeting  of  community 
development  block  grant  funds. 

(c)  Precise  staffing  plans  for  the  Office  of  the  Special  Assistant  to  the  Secretary 
for  Indian  and  Alaska  Native  Programs  and  the  nature  and  extent  of  his  authority 
within  the  Department  at  this  time  and  in  the  future. 

Finalh^,  and  on  a  different  subject,  we  have  learned  that  during  the  recent 
July  conference  on  Indian  housing  held  in  Washington,  D.C,  participants 
from  Indian  Housing  Authorities  and  tribal  governments  requested  that  the 
Department  more  fully  inform  other  tribal  governments  of  changes  proposed  by 
Joseph  Burstein,  Counsellor  to  the  Secretary,  in  Indian  and  Alaska  Native  housing 
programs  and  to  reconvene  the  conference  this  Fall  to  further  consider  those  pro- 
posals. Would  you  please  advise  us  of  the  effort  made  to  date  to  disseminate  to 
such  tribal  governments  those  proposals  and  whether  HUD  plans  to  reconvene 
the  conference?  If  alternatives  to  such  a  national  conference  are  being  or  have 
been  considered,  please  indicate  what  those  alternatives  are,  the  extent  to  which 
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they  have  been  implemented  and  the  role  which  the  national  office,  including  the 
Office  of  the  Special  Assistant  for  Indian  and  Alaska  Native  Programs,  is  to  play 
in  directing  that  implementation. 

We  look  forward  to  your  prompt  response  to  the  concerns,  outlined  above.  We 
are  aware  that  you  have  indicated  your  strong  personal  commitment  to  resolving 
the  problems  which  HUD  has  encountered  in  improving  its  record  in  this  area. 
We  look  forward  to  working  closely  with  you  to  help  meet  the  extraordinary 
needs  of  Indians  and  Alaska  Natives,  our  worst  housed  Americans. 
Sincerely, 

William  Proxmire, 
Chairman,  Committee  on  Banking,  Housing  and  Urban  Affairs. 

James  Abourezk, 
Chairman,  Select  Committee  on  Indian  Affairs. 
Mike  Gravel. 

U.S.  Senator. 

Appendix  I.(b)   December  1,   1978  Letter  to  Senator 
Abourezk  From  HUD  Secretary  Harris 

The  Secretary  of  Housing  and  Urban  Development, 

Washington,  B.C.,  December  1,  1978. 
Hon  James  Abourezk, 
U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Abourezk:  In  accordance  with  section  4(d)  of  the  Depart- 
ment of  Housing  and  Urban  Development  Act  (as  added  by  section  901  of  the 
Housing  and  Community  Development  Act  of  1977),  I  am  pleased  to  send  you 
the  Department's  Annual  Report  to  Congress  on  Indian  and  Alaska  Native 
Housing  and  Community  Development  Programs.  The  report  describes  the 
Department's  activities  in  delivering  housing  and  community  development 
assistance  to  eligible  recipients  and  in  improving  program  design  and  regulations. 
It  also  projects  the  costs  which  will  be  incurred  in  Fiscal  Year  1979,  and  includes 
a  statistical  report  on  the  conditions  of  Indian  and  Alaska  Native  housing. 

The  specific  issues  which  you  raised  in  your  letter  of  September  29,  1978,  are 
addressed.  Improvements  in  the  housing  and  community  development  regulations 
have  been  made,  and  we  anticipate  that  the  modifications  in  the  housing  regu- 
lations will  be  published  early  in  1979.  The  Community  Development  Block 
Grant  (CDBG)  regulations  for  CDBG  in  Indian  areas  were  published  during 
Fiscal  Year  1978. 

I  am  concerned  about  HUD's  organizational  structure.  As  you  know,  I  ap- 
pointed a  Special  Assistant  for  Indian  Programs  in  March  1978  and  established 
in  November  the  Office  of  Indian  Housing  under  the  jurisdiction  of  the  Assistant 
Secretary  for  Housing-FHA  Commissioner.  Regions  VIII  and  IX,  which  contain 
the  largest  number  of  Indian  tribes,  have  offices  of  Indian  Programs,  and  Regions 
V,  VII,  and  X  have  Indian  Program  Coordinators.  The  Department  is  studying 
ways  to  improve  the  field  structure  for  Indian  Programs  and  all  options  are  being 
considered.  We  are  taking  into  consideration  comments  of  Indian  cHents,  and 
expect  to  make  appropriate  changes  within  our  staffing  limitation. 

This  Department  is  committed  to  improving  the  dehvery  of  housing  and  com- 
munity development  assistance.  At  the  same  time,  however,  we  would  expect 
that  the  interdepartmental  working  group  chaired  by  the  Assistant  Secretary  of 
Interior  for  Indian  Adairs  will  soon  consider  the  multi-faceted  needs  of  the  Indian 
community  and  will  develop  recommendations  to  the  President  for  policy  and 
program  imjjrovements. 
Sincerely  yours, 

Patricia  Roberts  Harris. 


61 

Appendix  I.  (c)  Dec.  1,  1978  IIUD  Annual  Report  to  Congress 
ON  Indian  and  Alaska  Native  Housing  and  Community 
Development  Programs 

DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT  ANNUAL 
REPORT  TO  CONGRESS  ON  INDIAN  AND  ALASKA  NATIVE  HOUSING 
AND  COMMUNITY  DEVELOPMENT  PROGRAMS 

Executive  Summary 

In  accordance  with  section  4(d)  of  the  Department  of  Housing  and  Url)an 
Development  Act  (as  added  by  section  901  of  the  Housing  and  Community 
Development  Act  of  1977)  the  Department  of  Housing  and  Urban  Development 
has  prepared  the  First  Annual  Report  to  the  Congress  on  Indian  and  Alaska 
Native  Housing  and  Community  Development  Programs.  The  report  includes: 

The  activities  which  the  Department  has  undertaken  during  FY  1978  to 
deliver  housing  and  community  development  assistance — Chapter  1  ; 

Estimated  FY  1979  costs  of  HUD  programs  directed  toward  Indians  and 
Alaska  Natives — Chapter  1 ; 

A  Statistical  Report  on  the  condition  of  Indian  housing,  as  well  as  selected 
data  on  income  and  education — Chapter  2; 

The  Department's  suggested  agenda  for  future  considerations — Chapter  3. 
Delivery  of  Housing  and  Community  Development  programs  has  beep  difficult. 
The  costs  of  housing  production  are  high  because  very  expensive  infrastructure 
development  costs  due  to  widely  scattered  sites  and  difficult  terrain  often  must  be 
included  in  the  housing  development  program  and  l^ecause  there  have  been 
significant  delays  and  inefficiencies  in  the  development  process.  Housing  manage- 
ment is  difficult  in  part  because  the  very  low  income  of  the  Indian  beneficiaries 
results  in  very  low  revenue  and  in  part,  because  Indian  Housing  Authorities 
(IHA's)  generally  require  upgrading  in  their  capacity.  In  addition,  there  has  been 
a  need  for  significant  improvements  in  program  regulations.  Community''  Develop- 
ment has  been  hampered  by  program  regulations  that  have  not  accounted  for  the 
difference  between  reservations  and  other  communities. 

The  Department  of  Housing  and  Urban  Development  has  taken  important 
steps  to  improve  housing  and  community  development  programs  for  Indian  and 
Alaska  Natives.  These  include: 

The  appointment  of  a  Special  Assistant  for  Indian  and  Alaska  Native 
Programs  who  provides  input  to  policy  and  program  design; 

The  establishment  of  the  Office  of  Indian  Housing  under  the  direct  super- 
vision of  the  Deputy  Assistant  Secretary  for  Pul^lic  and  Indian  Housing; 

The  examination  of  the  field  organizations  for  the  purpose  of  improving 
delivery; 

The  significant  modification  of  Indian  housing  regulations,  which  are  antici- 
pated to  be  published  shortly;  the  changes  address  both  production  and 
management  concerns; 

The  initiation  of  a  construction  management  demonstration;  an  interim 
rule  will  be  published  shortly; 

The  publication  of  separate  regulations  for  community  development  in 
Indian  areas— CFR  24,  Part  571; 

The  initiation  of  research  and  development  efforts,  including  management 
assistance  and  group  home  development  for  the  elderly,  retarded  and  handi- 
capped; the  latter  project  was  inspired  by  Dr.  Karl  Menninger  and  is  being 
conducted  with  the  cooperation  of  the  Department  of  Health,  Education, 
and  Welfare. 
In  housing,  there  were  4,858  unit  reservations,  (new,  rehabilitation  and  existing) 
4,581  construction  starts,  and  2,677  completions.  The  Department  used  $22.4 
million  in  contract  authority  for  the  unit  reservations  at  an  average  of  $4,329 
contract  authority  per  unit.  Based  on  experience,  the  Department  anticipates 
that  the  actual  amount  of  contract  authority  per  unit  will  be  substantially  higher. 


52 

In  the  Community  Development  Block  Grant  Program,  the  Secretary's  Dis- 
cretionary Fund  was  increased  from  2  percent  to  3  percent  of  the  total  Block 
Grant  Program  in  accordance  with  Title  I,  Section  107,  of  the  Housing  and 
Communit}'  Development  Act  of  1974,  as  amended  in  1977.  $94.5  million  was 
available  for  all  eligible  recipients  and  Indian  grantees  received  $25  miUion.  One 
hundred  and  sixty-eight  grants  were  aw^arded;  these  include  four  comprehensive 
grants  which  are  part  of  a  demonstration  program.  The  Department  also  awarded 
SI. 25  million  in  Section  701  Planning  Assistance  Grants  to  55  Indian  tribal 
groups  and  bodies. 

The  condition  of  Indian  housing  is  generally  poor.  A  minimum  of  60,000  new 
units  are  needed  on  Indian  reservations.  However,  housing  assistance  alone 
cannot  be  expected  to  solve  even  the  housing  segment  of  what  is  a  multi-faceted 
problem.  Many  Indian  reservation  families  are  of  very  low  income,  live  in  highly 
isolated  areas,  and  have  limited  economic  and  educational  opportunities. 

This  Department  will  continue  to  improve  housing  and  community  develop- 
ment assistance  to  Indians  and  Alaska  natives.  With  the  publication  of  amend- 
ments to  the  housing  regulations  expected  in  fiscal  year  1979,  the  Department 
will  develop  an  improved  handbook  and  conduct  training  for  HUD  staff.  BIA 
and  IHS  field  staff  will  be  invited  to  participate  in  the  training. 

It  is  necessary  that  the  Interdepartmental  Working  Group,  which  consists  of 
the  Departments  of  Interior,  Agriculture,  Health,  Education,  and  Welfare,  and 
Housing  and  Urban  Development  under  the  chairmanship  of  the  Assistant  Secre- 
tary of  Interior  for  Indian  Affairs  develop  comprehensive  Government-wide 
approaches  to  the  Indian  problems  and  prepare  policy  recommendations  for  the 
President, 

Chapter  I — Fiscal  Year  1978  Activities  and  Projected  Fiscal  Year  1979 

Activities 

organization 

I.  Headquarters 

A.  Office  of  the  Special  Assistant  to  the  Secretary  for  Indian  and  Alaska 
Native  Programs 

In  accordance  with  Section  4(d)  of  the  Department  of  Housing  and  Urban 
Development  Act  (as  added  to  Section  901  of  the  Housing  and  Community 
Development  Act  of  1977)  the  Secretary  established  the  position  of  Special 
Assistant  for  Indian  and  Alaska  Native  Programs  and  appointed  Mr.  Irvin 
Santiago.  A  slot  for  a  Deputy  to  the  Special  Assistant  has  been  budgeted. 

The  Special  Assistant  serves  as  the  Departmental  adviser  on  the  activities, 
programs,  and  needs  of  Indians  and  Alaska  Natives;  administration  of  programs 
remains  with  the  program  Assistant  Secretaries.  As  the  principal  adviser  to  the 
Secretary  on  Indian  Affairs,  the  Special  Assistant  participates  in  formulating 
the  programmatic  goals  of  the  program  Assistant  Secretaries.  He  also  provides 
advice  to  the  Assistant  Secretaries  and  Field  Managers  on  program  operations 
issues. 

The  Special  Assistant  is  the  primary  contact  for  Indian  groups,  organizations, 
and  inflividuals,  provides  them  with  information  and  assistance,  and  facilitates 
their  input  to  the  design  and  implementation  of  programs.  In  FY  1978,  the 
Special  Assistant  met  with  over  40  Indian  groups,  both  in  Washington  and 
throughout  the  United  States.  He  has  also  participated  in  a  number  of  inter- 
departmental tusk  forces  on  Indian  concerns.  He  has  been  designated  as  a  HUD 
representative  on  the  interdepartmental  working  group  on  the  establishment  of 
Government-wide  policies  on  Indian  housing  to  be  chaired  by  Assistant  Secretary 
Forrest  Gerard  of  the  Department  of  Interior. 

13.  Housing 
An  Office  of  Indian  Housing,  reporting  to  the  Deputy  Assistant  Secretary  for 
Public  Housing  an<l  Indian  Programs,  was  established  on  November  13,  1978. 
This  unit  deals  with  l)oth  pro(hiction  and  management  of  Indian  housing  under 
the  U.S.  Housing  Act  of  1937.  It  has  the  responsi])ility  for  y:)olicy  and  procedure 
writing,  coordinating  with  other  federal  agencies  and  for  training  and  monitoring 
the  actions  of  the  field  staff. 

II.  Field 

Presently  tlicre  are  Offices  of  Indian  Programs  in  Region  VIII  (Denver)  and 
Region  IX  (San  Francisco)  which  administer  housing  and  community  develop- 
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ment  programs  in  their  jurisdictions.  These  Regions  contain  l)y  far  the  largest 
number  of  Indian  tribes.  Three  Regions  (V — Chicago,  Vll — Kansas  City  and 
X — Seattle)  have  Indian  program  coordinators,  but  in  these  Regions  and  the 
remainder  of  the  Regions,  the  regular  staff  is  responsible  for  handling  Indian, 
as  well  as,  non-Indian  programs.  Realizing  that  the  field  organization  must  be 
improved,  an  analysis  is  presently  under  way  to  determine  the  best  structure  for 
improving  administration  of  HUD  Indian  programs  in  the  field  and  all  options 
are  being  considered.  Once  this  analysis  is  completed,  the  Department  plans 
to  make  appropriate  changes  within  its  staffing  limitations.  Comments  of  Indian 
clients  are  being  considered  in  this  analysis. 

HOUSING 

The  Department  of  Plousing  and  Urban  Development  provides  assistance  in 
both  the  development  and  management  of  housing  f oi  Indians  and  Alaska  Natives. 
Pursuant  to  the  U.S.  Housing  Act  of  1937,  as  amended,  the  Department  provides 
rental  and  Mutual-Help  Homeownership  Opportunity  Housing.  This  section 
briefly  describes  each  program  and  reviews  the  Department's  activities  in  FY 
1978,  as  w^ell  as  the  projected  activity  for  FY  1979. 

A.  Program  descriptions 

Public  Housing  Program 

In  1961  it  was  administratively  determined  that  Indian  tribes  had  legal  authority 
to  establish,  under  Indian  law,  tribal  housing  authorities  to  plan,  develop  and 
■operate  low-income  public  housing  projects.  This  determination  created  the  first 
real  housing  program  on  reservations  and  other  restricted  lands. 

Pubhc  housing  in  Indian  areas  depends  on  cooperation  from  other  federal 
agencies,  such  as  the  Bureau  of  Indian  Affairs  (BIA)  for  roads  and  the  Indian 
Health  Service  (IHS),  Department  of  Health,  Education  and  Welfare,  for  water 
and  sewer.  Each  Indian  Housing  Authority  (IHA)  administers  its  housing,  which 
is  generally  either  rental  or  homeownership  opportunity  housing  and  which  is 
produced  mainly  by  either  the  conventional  or  the  Turnkey  construction  method. 

Rental  Housing. — The  Indian  rental  public  housing  program  is  essentiaUy  the 
same  as  the  non-Indian  rental  public  housing  program. 

Under  the  conventional  method  of  construction,  the  IHA  selects  sites  and  hires 
its  own  architect  to  prepare  building  plans  and  specifications.  The  development 
program  i&  reviewed  by  HUD  and,  if  approved,  an  Annual  Contributions  Contract 
(ACC)  is  executed.  The  IHA  then  obtains  the  sites  and  authorizes  its  architect 
to  prepare  the  detailed  working  drawings  and  specifications  in  conformity  with 
HUD  requirements  and  any  applicable  local  ones.  The  IHA  with  HUD  approval 
then  advertises  for  competitive  bids  from  private  contractors  and  awards  a  con- 
stiuction  contract  to  the  lowest  responsible  bidder. 

Under  the  Turnkey  procedures,  the  IHA  invites  developers  to  submit  proposals 
for  a  project  of  a  stated  number  and  type  of  units.  After  the  IHA  selects  a  Turnkey 
developer,  with  HUD  approval,  the  developer  prepares  schematic  drawings.  HUD 
prepares  cost  estimates  on  the  basis  of  these  drawings  and  site  information.  A 
firm  price  is  then  negotiated  between  the  IHA  and  the  Turnkey  developer.  HUD 
then  entert  into  an  ACC  with  the  IHA.  With  federal  financial  assistance  guaran- 
teeing the  purchase  of  the  project  if  completed  in  accordance  with  the  contract, 
the  developer  can  secure  construction  financing  in  the  usual  manner. 

To  finance  the  development  costs  of  the  projects,  the  IHA  sells  notes  or  bonds 
to  private  investors.  HUD  agrees  to  pay  annual  contributions  in  an  amount  suffi- 
cient to  assure  payment  of  the  annual  debt  service  (principal  and  interest)  and 
these  annual  contributions  are  pledged  as  security  for  the  local  housing  notes  and 
bonds,  thereby  enabling  them  to  be  sold  at  relatively  low  interest  rates.  By  Federal 
law,  these  notes  and  bonds  are  exempt  from  Federal  taxation,  thus  creating  an 
additional  incentive  for  investors. 

Under  the  rental  program,  the  contract  is  for  40  years  and  the  dwelling  units, 
upon  completion,  are  rented  by  the  housing  authority  to  low-income  Indian  families 
at  rents  not  to  exceed  25  percent  of  their  adjusted  incomes.  If  rents  from  tenants 
are  not  sufficient  to  pay  the  housing  authority's  operating  expenses,  operating 
subsidies  may  be  paid  by  HUD  under  certain  conditions  to  ensure  the  low-income 
character  of  the  projects.  Indian  rental  projects  also  are  eligible  for  the  moderniza- 
tion program  for  improving  low-income  public  housing  projects. 

Mutual-Help  Homeownership  Opportunity  Housing. — This  program  was  begun 
in  1964  in  an  effort  to  provide  an  alternative  to  rental  housing  and  now  constitutes 
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approximately  70  percent  of  public  housing  assistance  in  Indian  areas.  The  under- 
lying concept  of  the  pro^rapi  is  to  provide  an  opportunity  for  ownership  which 
will  be  a  strong  incentive  tor  participating  families  to  aid  in  the  building  and  main- 
tenance of  their  homes.  Each  participating  Indian  family  must  make  a  substantial 
contribution  toward  the  cost  of  the  dwelling  unit  (at  least  $1,500)  in  the  form  of 
land,  work,  cash,  materials  or  equipment.  This  obligation  can  also  be  met  by 
tribal  contribution  of  the  building  site  and,  where  feasible,  local  building  materials. 
The  participants  receive  equity  credit,  in  amounts  approved  by  HUD,  toward  the 
purchase  of  their  homes  in  lieu  of  cash  for  their  contributions.  After  construction , 
the  homebuyer  occupies  under  a  lease-purchase  type  of  contract  and  is  obligated 
to  maintain  the  home,  pa}'  the  utility  costs,  and  make  a  required  monthlj^  payment . 
This  required  monthly  payment  is  the  greater  of  the  basic  administrative  charge 
or  not  less  than  15  percent  nor  more  than  25  percent  of  the  adjusted  family-  income 
taking  into  account  an  allowance  for  the  costs  of  utilities. 

Normally,  the  participating  family  will  acquire  title  at  the  end  of  25  years. 
However,  if  the  family's  income  increases  and  it  makes  correspondinglj^  higher 
paj'ments,  its  equity  builds  up  faster,  thus  shortening  the  period  of  time  before 
becoming  a  homeowner. 

B.  Program  activities 
Development 

In  developing  a  strategy  during  the  past  few  3'ears  to  meet  the  development 
needs  of  Indians  and  Alaska  Natives,  HUD  identified  a  number  of  problem  areas 
that  the  Department  could  address. 

These  fall  in  the  following  categories:  additional  housing  units,  revised  regula- 
tions, and  making  available  to  Indians  improved  technology  for  construction 
management. 

Additio7ial  Units. — Although  there  are  significant  problems  with  data  on  Indian 
housing  (see  Chapter  II),  there  is  no  question  that  the  need  for  housing  units  far 
exceeds  HUD's  available  resources. 

In  its  March  1978  Report  to  the  Congress  on  Indian  Housing,  the  General 
Accounting  Office  (GAO)  estimated  that  81,500  Indian  families  resided  in  sub- 
standard housing.  The  BIA  Consolidated  Annual  Housing  Inventory  for  FY  1977 
indicates  that  59,700  new  construction  units  are  necessary  to  replace  substandard 
units  which  cannot  feasil^ly  be  rehabilitated  and  to  provide  for  new  famil}'  forma- 
tion. Since  1970,  HUD  has  sought  to  fund  approximately  6,000  newly  constructed 
unit^  per  year;  where  budgeted  amounts  for  Indian  housing  approvals  have  not 
been  sufficient,  additional  amounts,  where  possible,  have  been  provided  from 
other  pul)lic  housing  contract  authority'. 

During  fiscal  year  1978,  the  Department  made  available  $23.7  million  of  annual 
contributions  contract  authorit}^  which  was  estimated  to  produce  6,000  units. 
However,  because  of  increasing  development  costs,  the  Department  was  al^le  to 
reserve  only  4,858  units  by  utilizing  $21.6  million  in  contract  authoritj',  exclusive 
of  amendments  to  prior  year  projects  for  cost  increases.  The  average  per  unit 
amount  of  contract  for  the  new  units  reserved  from  recaptured  prior  reservations. 
The  average  per  unit  amount  of  contract  authority  for  the  new  units  reserved 
during  fiscal  1978  was  $4,315,  as  compared  with  an  average  of  $4,200  on  which  the 
budgeted  amount  was  based.  Based  on  experience,  it  is  anticipated  that  the  final 
contract  authority  per  unit  will  be  substantially  greater.  The  increased  costs  are 
due  to  prol^lems  in  the  delivery  S3'stcm,  which  HUD  is  attempting  to  address  (see 
discussion  on  technology  below). 

Appendix  I,  Tal)les  1-3,  provides  data  on  production  levels  since  1962,  develop- 
ment costs  since  1972,  and  HUD  assisted  production  b.y  Region  during  1978. 
During  1975  through  1977  the  number  of  units  placed  under  reservation  aver- 
aged well  above  6,000  units  per  year,  but  the  average  numl)er  of  construction 
starts  and  completions  was  much  lower.  Accordingly,  the  emphasis  was  reversed 
for  fiscal  year  1978.  During  1978  some  4,900  units  were  placed  under  reservation 
but  the  number  of  construction  starts  increased  from  about  4,000  to  4,600  and  the 
number  of  completions  more  than  doubled  from  about  1,300  to  almost  2,700.  The 
FY  1979  HUD  budget  provides  $25.2  million  in  contract  authority,  which  was 
initially  estimated  to  i)roduo('  6,000  units.  Because  we  know  that  this  amount  is 
inadccpiate,  the  Department's  present  expectation  is  to  reserve  $27  million  in 
contract  authority.  The  number  of  units  which  realistically  can  be  expected  to  be 
produced  with  the  new  amount  is  5,317,  still  short  of  the  original  goal  of  6,000 
units.  The  FY  1979  goals  in  construction  starts  are  5,000  units  and  completions 
4,000. 
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Program  Regulations. — Prior  to  ^vlarch  1970,  roqviircmonts  relating  to  the  Indian 
housing  program  were  contained  in  HUD  Handbooks,  circulars  and  contracts  and 
in  interdepartmental  agreements.  During  1975,  the  Department  undertook  the 
major  task  of  reexamining  and  updating  the  policies  and  procedures  in  consultation 
with  the  BIA  the  IHS  and  representatives  of  IHAs. 

This  effort  resulted  in  a  proposed  regulation  which  was  published  for  comment 
in  Septeml^er,  1975.  After  all  comments  were  considered,  a  final  regulation  was 
published  in  ]\Iarch,  1976. 

Operations  under  the  new  regulation  disclosed  a  number  of  problems,  many 
of  which  indicated  that  amendments  were  needed.  The  process  of  reexamining 
various  provisions  was  begun  in  early  1977.  The  Department  held  exten- 
sive consultation  with  Indian  Housing  Authorities  and  other  concerned 
Indian  organizations,  BIA,  IHS  and  HUD  field  staff  prior  to  publication  in  the 
Federal  Register.  A  set  of  proposed  amendments  was  distributed  to  the  field, 
other  government  agencies,  and  Indian  organization  prior  to  publication  in  the 
Federal  Register.  Many  comments  were  received  and  revised  amendments  were 
again  made  available  in  July  1978.  In  the  light  of  a  generally  favorable  response, 
the  Department  is  taking  steps  toward  publishing  as  soon  as  possible  the  amend- 
ments in  the  Federal  Register  for  comment. 

The  principal  improvements,  as  proposed,  would  provide  for  (1)  reservations 
of  funds  at  the  Program  Reservation  Stage;  (2)  a  liberalization  of  the  amount  of 
preliminary  loans  to  IHAs  to  permit  HUD-approved  costs  in  addition  to  pre- 
liminary surveys  and  planning;  (3)  improved  design  to  reflect  extra  durability 
and  quality  features  and  cultural  preferences;  (4)  additional  procedures  to  facili- 
tate establishing  and  revising  separate  prototype  costs  for  Indian  areas,  (5) 
improved  inspections  and  funding  therefore;  (6)  training  for  initial  tenant  families 
in  rental  projects;  (7)  operating  subsid}^  to  IHAs  for  ^Mutual-Help  projects  under 
specified  circumstances;  (8)  strengthening  and  clarifying  the  responsibilities  of  the 
homebuyer  families  and  the  IHAs  in  the  maintenance  of  the  homes;  and  (9)  a 
modified  Turnkej^  production  method  in  addition  to  the  current  conventional 
and  Turnkey  methods.  The  modified  Turnkey  combines  the  best  features  of  both 
the  conventional  and  Turnkey  methods. 

In  providing  for  closer  control  by  the  IHA  and  HUD  over  design  and  contract 
specifications  and  more  intensive  inspection  of  the  construction,  together  with  the 
use  of  contract  construction  managers  and  training  of  IHA  staff,  the  revised 
regulations  should  serve  to  prevent  a  recurrence  of  construction  deficiencies  that 
have  been  uncovered. 

Technology. — Although  HUD  finances  a  substantial  portion  of  all  new  Indian 
units  (currently  over  90  percent  of  all  new  housing  on  reservations),  the  production 
goals  for  Indian  housing  have  never  been  reached;  the  development  process 
(starting  when  an  application  for  a  program  reservation  has  been  approved  and 
ending  with  completion  of  construction)  has  been  much  too  long;  the  development 
costs  have  been  too  high,  and  much  of  the  housing  has  been  plagued  with  deficien- 
cies. 

The  Department  is  initiating  a  Construction  Management  Demonstration  to 
develop  techniques  which  will  reduce  substantially  the  overall  time  for  the  develop- 
ment process  for  Indian  housing,  increase  the  rate  of  production  of  Indian  housing, 
reduce  the  cost  of  production  of  Indian  housing,  improve  the  quality  of  Indian 
housing  and  achieve  designs  for  Indian  housing  that  are  more  responsive  to  needs 
and  local  conditions  and  are  within  the  costs  authorized  bj'  Congress  and  HUD. 
In  addition,  there  is  the  long-term  goal  of  achieving  permanent  improvements  so 
as  to  assure  that  the  benefits  of  the  Demonstration  will  be  continued  after  the  end 
of  the  contract  term.  Accordingly,  the  scope  of  work  includes  a  task  directed  to  the 
development  of  recommendations  and  the  setting  up  of  procedures  and  mecha- 
nisms to  perpetuate  the  improvements  resulting  from  the  Demonstration. 

The  Department  currently  plans  to  select  a  Development  and  Construction 
r^Ianager,  on  the  basis  of  responses  to  a  Request  for  Proposals,  to  provide  a  full 
range  of  services  for  production  of  predominantly  single-family  scattered  site 
projects.  The  projects  will  be  for  various  Indian  Housing  Authorities  in  a  number 
of  different  states  in  which  most  of  the  Indians  are  located.  The  ^Manager  will 
adapt  construction  manager  skills  to  the  special  requirements  of  the  Indian 
housing  program  and  provide  additional  assistance  to  relevant  agencies — BIA, 
Indian  Health  Service  (HEW),  the  Department  of  Labor,  the  Indian  Housing 
Authorities,  tribal  governments  and  HUD — in  performing  their  respective  func- 
tions in  a  timely  way.  The  full  RIT  is  in  Appendix  II. 


The  Construction  ^Management  Demonstration  is  intended  as  a  means  of  im- 
plementing a  major  cost  containment  effort  outlined  in  the  Department's  l3e- 
cember  28,  1977  response  to  the  General  Accounting  Office  on  its  draft  report  on 
Indian  housing.  In  that  response,  HUD  indicated  it  was  considering  a  sj^stem 
which  would  allow  each  Indian  Housing  Authority  to  submit  a  basic  outline'  of  an 
acceptable  house;  require  HUD  to  identify  the  types  of  construction  that  would  be 
economical  and  feasible,  while  outlining  the  exterior  and  interior  variations,  and 
provide  that  HUD  would  ascertain  that  the  house  could  be  produced  within  the 
total  development  cost  limitations  anticipated  by  the  Congress  in  its  authorization 
of  contract  authority  to  the  Department.  The  total  development  cost  includes 
the  costs  of  site  development  (site  development  includes  site  preparation,  the 
construction  of  streets,  installation  of  water  and  sanitation  facilities,  and  other 
utilities,  e.g.,  electricity  and  gas),  which  are  often  assumed  by  HUD  rather  than 
BIA  and  IHS.  A  method  which  includes  those  costs  in  projecting  the  number  of 
units  which  can  be  constructed  is  essential  as  opposed  to  one  which  relies  on  the 
current  prototype  costs,  which  include  only  dwelling  construction  and  equipment. 

The  Department  has  prepared  for  publication  an  interim  rule  on  the  Construc- 
tion Management  Demonstration.  Indian  participation  will  be  solicited  in  three 
ways:  (1)  submission  of  comments  on  the  rule;  (2)  meetings  in  Regions  VI,  VIII, 
IX;  and  (3)  participation  in  the  review  of  proposals. 

Housing  Management 
There  are  a  number  of  very  difficult  problems  in  housing  management.  They 
revolve  around  management  practices,  the  level  of  available  operating  subsidy, 
and  lack  of  modernization  for  the  Mutual  Help  Program. 

Management  Practices. — For  a  variety  of  reasons,  Indian  Housing  Authorities 
have  frequently  been  ineffective  in  managing  and  maintaining  existing  units: 
inadequate  or  lack  of  management/maintenance  training;  insufficient  funding; 
little  or  no  technical  assistance  from  the  field  offices  and,  to  a  certain  extent, 
tril^al  politics.  Specificall}',  IHAs  have  difficult}^  in  the  following  areas:  hiring  ancl 
retaining  adequate  staff;  collecting  rents  and  homebuyer  payments;  maintaining 
adequate  management  controls  and  accounting  records;  and  budgeting. 

In  order  to  improve  the  IHAs'  management  capabilities,  the  Department  has 
recently  funded  special  initiatives  as  described  below: 

(a)  Management  Initiatives  for  Indian  Housing  (MIFIH) :  The  intent  of 
MIFIH  was  to  provide  management  assistance  to  Indian  Housing  Authorities, 
with  particular  emphasis  on  the  development  of  "administrative  capability".  The 
general  focus  and  direction  of  the  program  was  on  provision  of  "detailed  technical 
training  in  the  practical  knowledge  that  the  IHA  employees  must  master  in  order 
to  do  an  effective  job  in  their  day-to-da}'  management  responsibilities."  Particular 
emphasis  was  placed  on  providing  IHA  Board  members  and  staff  with  a  basic 
working  knowledge  of  the  program,  and  the  respective  roles  of  HUD,  the  IHA, 
and  the  participants.  A  secondary  and  related  objective  was  development  of  IHA 
capal)ility  to  properly  maintain  books  and  records  so  as  to  facilitate  development 
of  elfective  fiscal  controls,  and  ensure  that  accounting  records  were  brought  to 
and  maintained  in  auditable  condition.  Preliminary  indications  are  that  almost  all 
of  the  funds  have  been  committed  by  the  IHAs,  and  most  of  the  funds  disbursed. 
In  this  fiscal  year,  the  Department  plans  to  conduct  an  evaluation  of  the  effec- 
tiveness with  which  the  funds  were  expended  and  the  extent  to  which  the  original 
goals  were  achieved.  This  evaluation  will  serve  as  the  basis  for  considering  future 
plans  for  training  of  IHA  staff  and  for  developing  "built-in"  capabilities  for  self- 
training  among  the  IHAs  with  geographical  or  cultural  affinitv. 

(6)  Housing  Counseling:  On  October  0,  1978,  the  Secretary  awarded  $730,000 
in  comprehensive  housing  counseling  grants  to  national  and  community-based 
organizations.  Indian  organizations  were  given  grants: 

Native  American  Management  Group,  $45,000,  to  assist  Indian  Housing 
Autho'ities  in  becoming  HUD-approved  counseling  agencies  by  providing 
necessary  training  to  their  staffs. 

Sac  (t-  Fox  Indian  Housing  Authority,  $45,000,  for  a  film  to  prepare  Indian 

families  for  greater  particii)ati()n  in  the  Mutual-Help  Homebuycrs  Program 

and    to    boost   comprehensive   housing   counseling   services   across   cultural 

(tribal)  lines. 

(c)    Management  Assistance  Program  (Project-Based  Budgeting):  The  Public 

Housing  Management  Assistance  Program,  announced  in  July  1978,  was  designed 

to  improve  the  management  capabilities  of  selected  housing  autliorities  with  1,250 

or  more  units.  It  involves  two  phases:  Phase  I  involves  a  diagnosis  of  the  level  of 
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elTort  required  to  develop  and  implement  a  project-based  budgeting  and  account- 
ing system;  Phase  II  will  implement  the  plans  developed  in  Phase  I.  The  j)rogram 
will  specifically  assist  agencies  in  the  development  and  imi>lem('ntation  of  project- 
based  budgeting  and  management  systems.  Costs  and  rtivenues  will  be  segregated 
by  project,  and  operational  accountabilities  will  reach  the  project  level.  Public 
Housing  Operating  Subsid}^  funds  are  l^eing  used  for  this  assistance. 

The  following  Indian  trijjes  have  received  assistance  from  the  Management 
Assistance  Program  for  Fiscal  Year  1978: 

(1)  Cherokee  (Oklahoma) $150,000 

(2)  Chickasaw  (Oklahoma) 150,000 

(3)  Choctaw  (Oklahoma) 150,000 

Operating  Subsidy. — In  the  Mutual-Help  Housing  Program,  IHAs  receiv® 
limited  operating  subsidies  to  cover  their  operating  deficits  when  administrative 
charges  are  insufficient  to  cover  their  operating  costs.  The  shortfall  is  due  to 
relatively  high  per  unit  overhead  costs  resulting  from  the  relatively  small  number 
of  units  under  management,  vacancies  during  which  no  administrative  charge 
is  payable  and  collection  losses  prior  to  vacancies  which  cannot  be  recovered  from 
the  former  homebuyer's  equity  account.  Operating  suljsidy  is  limited  to  $10  per 
unit  per  month  (PUM)  with  respect  to  certain  types  of  families  in  occupancy  at 
the  end  of  the  fiscal  year. 

Amendments  to  the  Indian  housing  regulations  are  currently  under  considera- 
tion within  the  Department  which  would  eliminate  the  $10  PUM  limitation  and 
would  specifically  enumerate  the  circumstances  for  which  operating  subsidy  is 
payable.  Items  that  would  be  payable  include  administrative  charges  for  vacant 
units  which  the  IHA  is  making  all  reasonable  efforts  to  fill;  collection  losses  due  to 
delinquencies  of  homebuyers  who  have  vacated  their  homes;  costs  of  homebuyer 
counseling  not  funded  under  the  Development  Cost  Budget,  and  costs  resulting 
from  other  unusual  circumstances.  While  these  measures  will  not  eliminate  all 
problems,  in  part  because  at  least  some  Mutual-Help  program  participants  lack 
the  income  needed  to  pay  the  increasingly  high  costs  for  utilities  and  maintenance, 
they  should  prove  a  significant  improvement.  Utilities  and  maintenance  are 
a  responsibility  of  the  participants  under  the  Mutual-Help  and  Occupancy 
Agreement. 

Operating  subsidy  for  Indian  rental  public  housing  is  provided  in  accordance 
with  the  Performance  Funding  System  (PFS).  This  system  allows  a  calculated 
amount  for  operating  expenses,  less  audit  and  utilities  costs,  equal  to  what  a  well- 
managed  PHA  w^ould  need  to  operate  the  project  taking  into  account  the  cost 
variables  among  projects.  The  subsidy  level  for  which  an  IHA  is  eligible  under 
PFS,  therefore,  is  the  budgeted  deficit  which  results  from  the  calculation  of  rental 
income  based  upon  actual  rent  rolls,  utilities  costs  based  upon  actual  consumption 
rates  and  current  unit  costs,  the  budgeted  cost  for  biennial  audits,  if  any,  and  the 
allowable  expense  level  for  the  other  prototype  expenses. 

The  PFS  constitutes  a  discipline  on  those  operating  costs  which  reflect  the 
quality  of  management  of  an  IHA  and  are  susceptible  to  control  by  the  IHA  and 
avoids  the  open-end  funding  of  any  level  of  expenditures  which  might  be  incurred 
by  an  IHA. 

There  are  indications,  however,  that  the  PFS  formula  does  not  adequately 
provide  for  the  additional  expenditures  which  appear  to  be  an  intrinsic  part  of  an 
IHA's  operating  needs.  These  needs  include  periodic  training  made  necessary  by 
frequent  IHA  staff  changes;  the  absence  of  a  reservoir  of  trained  and  experienced 
executive,  fiscal,  clerical  and  maintenance  personnel  to  draw  from  for  replace- 
ments; high  maintenance  costs,  often  associated  with  isolated  site  locations;  the 
low  participant  payment  income  because  participant  group  has  the  lowest  income 
of  any  HUD  program  beneficiary  group. 

The  Department  expects  to  review  as  soon  as  possible  the  PFS  and  its  applicabil- 
ity to  IHAs. 

Modernization  for  Mutual  Self-Help  Projects. — Of  the  approximately  25,000 
units  of  Indian  housing  in  management,  approximately  10,000  are  estimated  to 
need  some  degree  of  modernization.  The  financial  need  is  substantial.  For  example, 
to  convert  utility  systems,  including  heating  equipment,  in  order  to  utilize  in- 
digenous fuel,  approximately  $2,000  per  unit,  or  $20  million,  would  be  needed. 
The  units  in  need  of  modernization  include  Mutual-Help  housing,  which  is  cur- 
rently ineligible  for  modernization  funding.  Even  for  otherwise  standard  structures, 
conveision  of  utilities  to  indigenous  fuel  is  critical  due  to  the  inability  of  program 
participants  to  pay  for  conventional  fuel,  and  fuel  supply  problems. 
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HUD  is  preparing  a  regulation  change  that  would  provide  for  modernization  of 
homeownership  opportunity  projects,  including  iMutual-Help.  The  proposed 
regulation  would  prohibit  the  use  of  modernization  funds  for  the  correction  of 
design  or  construction  deficiencies  because  such  corrections  should  be  accomplished 
through  the  use  of  development  funds  without  affecting  the  original  purchase 
price  to  the  homebuyer. 

Anticipating  a  final  regulation  during  fiscal  year  1979,  HUD  has  set  aside 
S465,000  in  contract  authority  for  Indian  housing  modernization  which  would 
support  approximately  $5  milUon  in  modernization  work. 

HOUSING  RESEARCH  AND  DEVELOPMENT 

The  Department  of  Housing  and  Urban  Development  is  currently  sponsoring 
four  research  and  demonstration  programs  aimed  at  improving  Indian  housing: 

1.  Small  Group  Indian  Housing  for  Mentally  and  Physically  Handicapped,  In- 

cluding Elderly  and  Children 

A  studj^  and  demonstration  project,  jointly  financed  by  HUD  and  HEW  to 
explore  ways  to  house  and  care  for  Indians  with  limited  disabilities  in  their  home 
surroundings,  was  approved  on  August  21,  1978.  The  concept  for  this  demonstra- 
tion project  was  developed  by  Dr.  Karl  A.  Menninger  of  the  Menninger  Founda- 
tion, who  will  continue  to  serve  the  project  in  an  advisor}?-  capacity. 

Indian  persons  with  limited  disabilities  frequently  are  sent  to  institutions  which 
often  are  far  removed  from  their  cultural  and  family  base.  The  practice  applies  to 
those  who  are  disabled  or  retarded,  elderly  persons  with  infirmities,  and  abandoned 
or  neglected  children  needing  special  care.  The  studj^  and  demonstration  are  an 
effort  to  halt  that  practice. 

Preliminar}^  to  the  demonstration  project,  HUD  and  HEW  are  funding  up  to 
$63,945  for  a  study  conducted  by  five  southwestern  tribes — White  INIountain 
Apache,  Hopi,  Navajo,  San  Carlos  Apache  and  Zuni — in  collaboration  with  the 
Native  American  Research  Institute,  Inc.,  an  Indian  non-profit  firm  in  Lawrence, 
Kansas.  The  Institute  is  contributing  from  its  own  resources  all  direct  and  indirect 
costs  in  excess  of  $63,945.  The  estimated  total  cost  is  $70,250.  The  study  will  focus 
on  these  key  needs : 

de-institutionalization  of  Indian  people,  including  children,  with  limited 
disabilities ; 

examination  of  the  policies  which  constrain  construction  for  groups  with 
such  disabilities;  and 

the  need  to  maintain  and  reinforce  the  natural  family  and  extended  family 
concept. 

Through  the  study,  the  tribes  will  assess  their  needs  themselves  and  will  deter- 
mine where  to  put  their  limited  resources.  This  study  is  preparatory  to  the  planning 
anfl  construction  of  50  specially-designed  housing  units  to  be  allocated  among  the 
five  tribes  in  a  demonstration  project. 

The  facilities  developed  by  the  demonstration  will  be  owned  and  operated  by 
tribal  governmental  or  non-profit  organizations.  Federal  assistance  for  developing 
and  constructing  these  facilities  will  be  shared  by  HUD  and  the  Indian  Health 
Service  (HIS)  of  HEW.  The  federal  assistance  for  operating  and  maintaining  the 
facilities,  and  for  the  provision  of  special  care,  also  will  be  shared  by  HUD  and 
Hl'^W,  with  potential  participation  by  other  appropriate  agencies.  The  BIA  is 
also  actively  cooperating  in  carrying  out  the  demonstration. 

This  demonstration  is  part  of  the  ongoing  effort  by  the  Secretaries  of  HUD  and 
HEW  to  promote  nationally  the  objective  of  dc-institutionalization  of  persons, 
including  children,  into  alternate  facilities  with  appropriate  care. 

IIEW's  Intia-Dcpaitmcntal  Council  on  Indian  Affairs  is  cooperating  with  HUD 
in  oversight  and  administration  of  the  project. 

2.  Solar  Heating  and  Cooling  Demonstration  Program 

HUD  sponsors  a  National  Demonstration  Program  to  encourage  widespread  use 
of  solar  energy  for  heating  and  cooling.  The  Program  provides  grants  for  installa- 
tion of  solar  systems  in  residential  buildings  through  a  scries  of  at  least  five 
demonstration  cycles  at  intervals  of  nine  months  to  one  year.  The  first  three 
cycles  have  supported  {projects  primarily  featuring  solar  space  systems  and  domestic 
hot  water  systems  although  some  spaie  cooling  j)rojects  have  been  funded.  The 
cost  effectiveness  of  solar  installations  was  an  important  selection  criteria  in 
cycle  four  which  closed  January  Ki,  1978.  The  high  costs  of  conventional  energy 
sources  of  isolated  reservations  in  the  West  and  Southwest,  in  addition  to  their 
weather  patterns,  makes  them  particularly  suited  for  such  programs. 
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The  following  Indian  tribes  and  communities  have  received  giants  during  one 
or  more  of  the  four  cycles  for  a  total  of  $299,438: 

Blackfeet  (Montana) $103,  919 

Ft.  Belknap  (Montana) 02,  125 

Northern  Cheyenne  (Montana) 70,  890 

Creek  Nation  (Oklahoma) 39,  935 

Pleasant  Point  Passamaquoddy  (Maine) 22,  579 

3.  Solar  Energy  Demonstration  Project  for  Pyramid  Lake,  Navada 

Funded  through  the  regular  IIUD-assisted  Indian  Program,  the  Pyramid  Lake 
Indian  Housing  Authority  has  constructed  75  mutual-hel})  homes  fitted  with 
solar-assisted  gas-fired  domestic  hot  water  systems,  double-glaze  winrlows,  extra 
insulation  and  enei'gy  sufficient  solid  fuel  fireplaces.  These  homes  were  built  at 
93%  of  the  established  prototj^De  cost  for  dwelling  construction  and  equipment. 

Direct  fuel  cost  savings  are  estimated  to  range  from  $15  to  $20  a  month  at 
current  energy  costs. 

These  solar-assisted  domestic  hot  water  systems  are  designed  for  low  mainte- 
nance. Instruction  in  essential  maintenance  is  provided  by  the  Indian  Housing 
Authorit}^  through  its  homeownership  counseling  program.  All  homes  are  sited 
so  the  solar  collector  systems  have  maximum  exposure  to  the  sun. 

The  design  architect  interviev/ed  participating  mutual-help  families  during  the 
design  stage  to  assure  that  the  house  designs  reflected  their  desires.  The  San 
Francisco  Regional  Office  has  included  this  project  among  its  Best  Projects 
nominations. 

Seventy-nine  new  energy  efficient  homes  utilizing  solar  domestic  water  systems 
are  planned  for  construction.  These  will  be  mutual-help  and  rental  homes. 

Jf.  Indian  Housing  Management  Study 

A  study  is  to  be  conducted  as  soon  as  possible  on  the  overall  management  prob- 
lems of  Indian  Housing  Authorities,  including  the  applicability  of  the  PFS  in 
determining  operating  subsidies  for  rental  housing.  This  study's  purpose  is  to 
make  recommendations  for  improvement. 

COMMUNITY    PLANNING    AND    DEVELOPMENT 

The  Departinent  of  Housing  and  Urban  Development  supports  local  develop- 
ment eflforts  of  Indian  tribes  through  the  Community  Development  Block  Grant 
(CDBG)  program,  as  well  as  the  Section  701  Planning  Assistance  grants.  This 
section  describes  the  HUD  CDBG  mandate,  the  FY  1978  grants,  and  regulatory 
changes  made  in  order  to  be  responsive  to  the  needs  of  the  Indian  tribes.  The 
Section  701  grant  activity  is  also  described. 

A.  Community  development  block  grarit  mandate 

In  October  1977,  Congress  amended  the  Housing  and  Community  Develop- 
ment Act  of  1974  with  Public  Law  95-128.  This  transferred  the  funding  of  Indian 
tribes  from  Section  106  to  107  (the  Secretary's  Discretionary  Fund)  and  Section 
107  funding  was  increased  from  two  percent  to  three  percent  for  the  total  CDBG 
authorization. 

Senate  Report  95-175  on  the  Housing  and  Community  Development  Act  of 
1977  indicated  that  Committee  testimony  revealed  serious  inequities  in  the  allo- 
cation of  block  grant  funds  to  Indian  tribes,  as  well  as  regulatory  requirements 
and  restrictions  which  were  clearly  unsuitable  in  a  non-urban,  reservation  con- 
text. The  funding  and  regulatory  mechanisms  used  had  proved  inadequate  both 
in  relative  and  absolute  terms  in  meeting  the  needs  of  Indian  tribes.  In  addition, 
funding  allocations  under  existing  procedures  did  not  recognize  that  many  Indian 
reservations  overlap  county,  State,  and  HUD  regional  ofhce  boundaries.  Thus  a 
separate  funding  mechanism,  which  authorized  grants  from  the  Secretary's  Dis- 
cretionary Fund,  was  established  in  conjunction  with  preparation  of  separate 
program  regulations  designed  specifically  to  be  more  responsive  to  Indian 
problems. 

The  Senate  expected  this  approach  to  result  in  a  more  equitable  and  responsive 
method  of  funding  for  Indian  tribes.  The  Secretary's  Discretionary  Fund  was 
increased  to  $94,500,000  in  FY  78  and  $101,500,000  is  available  for  FY  79.  Of 
these  amounts  the  Indian  component  was  funded  at  $25,000,000  in  FY  78,  and 
$28,000,000  has  been  approved  by  the  Secretary  for  FY  79. 
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Fiscal  year  1978  grant  awards 

Slightly  over  half  (267)  of  the  493  eligible  Indian  tribes  submitted  pre-applica- 
tions  in  FY  1978.  Most  of  the  eligible  applicants  not  submitting  pre-applications 
were  in  Regions  X  and  IX,  and,  in  general  were  the  smaller  and  least  populated 
reservations.  Twenty-seven  non-ehgible  applicants  also  submitted  pre-applications 
in  Region  X  (Alaska).  (See  Appendix  III,  Table  1). 

Demand  exceeded  supply  by  $58.8  million  (Table  1).  HUD  invited  full  appHca- 
tions  for  30  percent  of  the  total  dollars  requested  in  pre-applications  submitted  by 
ehgible  applicants.  By  the  end  of  the  fiscal  year  all  full  applications  had  been 
invited  and  about  60  percent  had  been  awarded  grants.  The  largest  percentage 
of  the  invited  and  awarded  applications,  which  amounted  to  37.9%  of  total 
funding,  was  in  Region  IX  and  New  Mexico. 

Grants  ranged  from  $3,000  to  $1,714,532  in  FY  1978,  with  an  average  size  of 
of  $148,810.  Four  Indian  Block  grant  Comprehensive  Grants  were  awarded  as 
part  of  a  demonstration  projection.  The  remaining  164  grants  were  Basic  Grants. 
Included  were  36  planning  grants  for  FY  1978.  The  legislative  objective  receiving 
the  highest  priority  in  invited  applications  was  the  expansion  and  conservation 
of  housing  (Appendix  III,  Table  2).  Three  regions  will  provide  technical  assistance 
funds  from  their  regional  assignments  of  the  Secretary's  Discretionary  Fund. 

Both  the  number  of  applicants  funded  and  dollar  amounts  disbursed  increased 
over  previous  years  during  the  first  year  Section  107  was  in  effect.  One  hundred 
sixty-eight  applicants  were  funded  in  FY  1978,  as  opposed  to  a  high  of  109  in  FY 
1977  under  Section  106.  The  per  capita  funding  dollars  of  eligible  Indian  tribes 
increased  from  $22  per  capita  in  FY  1975  to  $51  per  capita  in  FY  1978  (Table 
III-3).  The  average  size  grant  of  $148,810  in  FY  1978  decreased  from  an  average 
size  of  $172,837  in  FY  1977. 

Appendix  IV,  Table  1,  provides  a  detailed  breakdo-^Ti  of  the  tribes  receiving 
grants  in  FY  1975,  1976,  and  1977.  Appendix  IV,  Table  2,  provides  the  same 
data  for  FY  1978. 

Regulatory  Improvements 

The  Department's  primar}"  regulations  for  the  Community  Development  Block 
Grant  Program,  CFR  24,  Part  570,  did  not  take  into  account  the  special  needs 
and  legal  status  of  Indian  tribes.  On  March  23,  1978,  the  Department  published 
interim  regulations  applicable  to  "Community  Development  Block  Grants  for 
Indian  Tribes  and  Alaskan  Natives".  It  is  expected  that  the  final  regulations  will 
soon  be  published. 

The  new  Indian  block  grant  requirements  have  several  important  features. 
Eligible  tribes  are  those  tribes  which  are  eligible  under  the  Indian  Self-Determina- 
tion  and  Education  Assistance  Act  or  under  the  State  and  local  Fiscal  Assistance 
Act  of  1972.  Consultation  with  Indian  tribes,  to  the  extent  possible,  is  sought 
prior  to  major  changes  in  policies  or  procedures.  Planning  set-asides  are  allowed, 
and  both  Basic  and  Comprehensive  Grants  may  be  awarded.  A  fund  recapture 
provision  has  been  added  in  the  event  of  unneeded  funds  or  poor  grantee  perform- 
ance. The  Indian  Civil  Rights  Act  is  substituted  for  the  non-discrimination 
requirements  of  Section  109.  Indian  preference  in  contracting  and  authority  to 
waive  the  Davis-Bacon  requirements  on  a  case-by-case  basis  are  new  additions. 

When  the  interim  regulations  were  published  in  March,  some  2,100  copies  were 
mailed  to  Indian  Housing  Authorities,  Indian  news  agencies,  Indian  tribes,  and 
Indian  advocate  organizations,  but  only  three  comments  were  received.  These 
addressed  the  cHgibiHty  of  non-profit  Indian  organizations,  the  eligibilty  of  tribes 
which  quaHfy  for  other  Federal  program  funding,  and  a  State  role  in  the  Indian 
block  grants  program.  Interested  groups  had  been  involved  in  drafting  the  interim 
regulations  in  conjunction  with  Region  IX's  Indian  Community  Planning  and 
Development  staff. 

At  the  request  of  the  Regional  Administrators,  the  regulatory  requirement  for 
a  Housing  Assistance  Plan  (HAP)  was  eliminated  for  FY  1978  and  the  interim 
regulations  were  amonclod  accordingly,  due  to  the  coordination  time  that  would 
have  b<'('n  required  to  develop  and  clear  a  modified  HAP  through  HUD  and 
OMB.  Although  not  a  statutory  requirement,  a  HAP  will  be  required  for  FY  1979. 
With  the  exception  of  the  HAP,  no  substantive  change  in  the  final  regulations  is 
anticipat(^d. 

After  the  FY  1979  program  is  underway,  a  review  of  the  regulations  and  funding 
formula  will  be  undertaken  in  consultation  with  the  tribes,  and  the  program  regu- 
lations amended  based  on  their  recommendations. 
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Program  Operations 

To  implement  the  new  program  regulations,  IIUD  Central  Office  coonlinaicid 
various  aspects  of  the  program  with  related  Federal  agencies  and  internal  IHTD 
offices.  Field  staff  were  trained  in  Washington  and  the  Indian  block  grant  program 
was  included  on  the  agenda  of  the  Indian  Housing  and  Community  DevelopnK^nt 
Conference  held  at  IIUD  last  July.  Initiatives  at  the  regional  level  include  a 
Region  X  recommendation  for  a  joint  IIUD/IIDA  consultation  process  to  devise 
regional  Indian  funding  strategies,  a  recommendation  currently  under  considera- 
tion by  Central  Office. 

The  FY  1978  Regional  Allocation  Plan,  which  was  developed  at  a  national 
Indian  conference  which  all  interested  tribes  were  asked  to  attend,  was  approvtul 
l)y  the  Under  Secretary  in  July  (Appendix  III,  Table  4)  and  the  CPD  Redelega- 
tion  of  Authority  from  Central  Office  to  the  Regional  Administrators  became 
effective  in  August.  With  the  Allocation  plan  and  the  Authority,  Regional  and 
Area  Offices  began  to  develop  policies  on  a  Comprehensive  Grant  set-aside,  a 
planning  set-aside,  a  health  and  safety  set-aside;  and  to  draft  their  rating  and 
ranking  systems  and  establish  a  pre-application  review  process.  No  single  rating 
and  ranking  system  was  required  by  Central  Office,  in  large  part  because  of 
widely  varying  client  legal  and  socio-economic  characteristics.  Each  region 
developed  its  own  model,  based  on  policies  set  forth  in  the  interim  regulations. 
Letters  were  sent  to  tribes  as  part  of  the  required  consultation  process  and  work- 
shops were  held  to  obtain  tribal  views  on  program  policies.  Pre-applications  were 
processed,  full  applications  invited,  and  grants  awarded. 

B.  Section  701  comprehensive  planning  assistance  program 

In  accordance  with  Section  701  of  the  Housing  Act  of  1954,  the  Department  of 
Housing  and  Urban  Development  provides  Comprehensive  Planning  Assistance 
Grants  to  State  and  local  governments.  Indian  tribal  groups  or  bodies  are  eligible 
recipients.  The  purpose  of  the  assistance  is  to  improve  and  expand  both  the 
planning  and  development  capacities  of  recipients. 

The  Section  701  program  provided  $1.25  million  to  55  Indian  tribal  groups  or 
bodies  in  FY  1978.  The  grants  were  used  for  a  variety  of  planning  activities. 
Based  on  a  suivey  of  48.2  percent  of  the  grants  to  Indian  tribes  the  following  is  a 
breakdown  of  the  fund  usage  by  type  of  activity:  Indian  tribes  used  44  percent 
of  701  funds  for  management;  42  percent  for  planning  and  programming;  14  per- 
cent for  technical  assistance,  economic  and  demographic  studies,  social  service 
planning  and  citizen  involvement. 

Management  activities  and  their  proportionate  share  of  funds  were:  percent 

Policy  planning  and  evaluation 27 

Government  modernization  and  reorganization 6 

Program  administration 10 

Capital  budgeting,  financial  planning  and  PPB 1 

Planning  and  programming  activities  and  their  proportionate  share  of  funds 
were : 

Percent 

Land  use  planning 12 

Housing  planning 10 

Other  functional  planning  activities  such  as  open  space,  transportation, 

water,  sewer,  energy  and  environmental  assessments 22 

Appendix  V  provides  a  list  of  Indian  tribes  that  received  Section  701  Planning 
Assistance  Grants  in  FY  1978  and  the  grant  amounts. 

Chapter  II — Statistical  Report  on  the  Condition  of  Indian  and  Alaskan 

Native  Housing 

A.    DATA    on    socio-economic    AND    HOUSING    CONDITIONS 

Of  all  minority  groups  in  our  Nation,  American  Indians  living  on  reservation 
lands  have  the  lowest  incomes,  the  fewest  economic  opportunities,  the  highest 
mortality  rates,  the  least  education,  and  the  worst  housing.  The  median  income 
for  Indian  families  on  reservations  reported  by  the  U.S.  Census  in  1970  was 
$4,821,  as  compared  to  $6,067  for  Blacks,  $7,348  for  families  of  Hispanic  origin, 
and  $9,955  for  Whites.  Almost  half  of  all  reservation  Indians  were  below  the 
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poverty  level,  compared  to  13.7  percent  for  the  U.S.  as  a  whole.  Few  Indian  com- 
munities have  reasonably  complete  water,  sewage  or  road  sj'stems,  and  most  are 
only  partially  served,  if  at  all,  by  electricity  and  telephone  systems. 

Table  I  provides  the  best  current  housing  data  available  for  Indian  reservations, 
and  Tables  II  and  III  provide  comparative  1970  U.S.  Census  income,  poverty, 
education,  and  housing  conditions  data.  The  1970  Census  provides  the  onl}' 
reasonably  reliable  indicator  of  several  socio-economic  variables  for  Indian  reser- 
vations, but  even  these  statistics  considerablj^  understate  the  magnitude  of  the 
problem.  As  the  Bureau  of  Census  has  admitted,  Indian  reservations  census  counts 
were  often  significantly  understated  (by  as  much  as  1,000  percent  in  one  instance) 
and  heavily  biased  towards  the  most  accessible  families.  The  more  readily  surveyed 
families  were  far  more  likely  to  have  employment,  to  have  received  housing  as- 
sistance, and  to  have  access  to  standard  utilit}'  services.  The  magnitude  of  the 
resulting  variance  is  indicated  by  the  1978  Bureau  of  Indian  Affairs  (BIA)  labor 
force  survev  which  suggests  that  current  median  family  income  is  in  the  $5,000- 
$6,000  range. 

Housing  needs  remain  a  severely  critical  problem,  despite  HUD  and  BIA 
efforts  in  this  area.  In  large  part,  the  current  problem  is  a  direct  consequence  of 
the  fact  that  programmed  housing  assistance  resources  have  been  insufticient  to 
significantly  reduce  the  substandard  housing  stock.  A  minimum  of  60,000  new 
units  are  currently  needed  on  Indian  reservations,  even  assuming  that  it  is  cost- 
feasible  to  rehab  another  30,000  units  characterized  by  major  structural  defi- 
ciencies. Such  assistance  has  been  substantial!}^  increased  the  past  three  years, 
but  only  to  the  point  where  funds  for  5,000-5,500  new  units  a  3^ear  have  been 
available.  These  increases  have  onh^  managed  to  do  slightly  better  than  com- 
pensate for  increased  reservation  populations. 

The  real  problem,  however,  is  not  simply  a  matter  of  limited  housing  assistance 
funds.  As"  the  statistics  provided  suggest,  many  Indian  reservation  families  are 
of  very  low  income,  live  in  highly  isolated  areas,  and  have  limited  economic  and 
educational  opportunities. 

]\Iany  Indian  reservations  are  so  isolated  and  resource-poor  that  it  is  unreasonable 
to  assume  that  their  economic  conditions  will  improve.  To  complicate  matters, 
many  families  live  in  areas  so  isolated  that  it  is  not  cost-feasible  to  consider  build- 
ing a  house,  or  supply  it  with  water  and  electricity.  It  is  even  less  realistic  to 
expect  that  such  families  will  have  the  income  or  access  to  supplies  and  services 
needed  to  assure  a  new  home's  maintenance.  While  these  problems  are  most 
severe  in  Alaska,  they  are  hardly  uncommon  in  the  United  States.  The  point  being 
made  is  that  while  the  U.S.  Government  is  almost  the  sole  supplier  of  reservation 
housing  and  clearh'  has  a  major  responsibilit}^  to  improve  its  efforts  in  this  area, 
it  is  in  the  long-term  interests  of  both  Indian  communities  and  the  U.S.  Govern- 
ment to  emphasize  educational  opportunities  and,  where  feasible,  reservation 
economic  development,  since  housing  assistance  alone  cannot  be  expected  to  solve 
even  the  housing  segment  of  the  multi-faceted  problem  posed  by  Indian 
communities. 
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TABLE  II.— INCOMES  OF  FAMILIES  AND  INDIVIDUALS! 
11970  percentage  distribution  of  families  by  income) 


U.S.  total 


Blacl< 


Hispanic 


Reservation- 
resident 
Indians 


Less  than  $1,000 

$1,000-$1,999 

S2.00&-$2.999 

$3,00a-S3,999 

$4,000-$4,999 

$5,000-$5,999 

$6.000-$6.999. 

J7,000-S7,999 

$8,000-58,999. 

S9,000-S9,999 

$10,000-S11,999 

$12,000-514,999 

$15,00O-$24,999 

$25,000  and  over 

Median  income 

Mean  income 

Incomes  less  than  poverty  level: 

Persons 

Families 

Unrelated  individuals  14  yr  old  and  over. 


2.5 

6.6 

4.4 

9.2 

3.4 

8.1 

4.6 

10.1 

4.4 

8.9 

6.1 

10.9 

4.9 

9.1 

7.6 

11.2 

5.1 

8.5 

7.9 

10.4 

5.7 

8.3 

8.3 

9.6 

6.1 

7.8 

8.3 

7.8 

6.7 

7.2 

8.2 

5.9 

7.1 

6.3 

7.6 

5.8 

6.8 

5.3 

6.7 

4.3 

12.9 

8.3 

10.9 

5.2 

13.7 

7.8 

9.6 

5.0 

16.0 

6.9 

8.3 

3.9 

4.6 

1.0 

1.5 

.6 

$9,  590 

$6,067 

$7,  348 

$4,821 

$10,  999 

$7,114 

$8, 192 

$5,  770 

13.7 

35.0 

23.5 

53.4 

10.7 

29.8 

20.4 

44.4 

37.0 

47.7 

39.8 

65.3 

1  Source:  1970  U.S.  Census,  HO  and  PC  series. 

Note:  For  reasons  noted  in  the  body  of  this  report,  actual  income  and  housing  conditions  are  known  to  have  been  worse 
than  indicated, 

TABLE  III.— YEARS  OF  SCHOOL  COMPLETED  AS  OF  1970  FOR  THOSE  25  YEARS  OR  OLDER 
(In  percent) 


U.S.  Total 


Black 


Onreservation 
Hispanics  Indians 


No  school  years  completed 

Elementary: 

1-4  yr 

5-7  yr 

8yr 

High  school: 

1-3  yr 

4  yr 

College: 

l-3yr 

4  yr  or  more 

Median  school  years  completed. 
Percent  high  school  graduates.. 


1.6 


3.3 


7.3 


7.7 


3.9 
10.9 
12.6 

11.3 
18.7 
10.5 

12.2 
18.6 
11.6 

7.6 
17.6 
16.8 

19.4 
31.1 

24.7 
21.2 

18.2 
21.1 

25.7 
19.4 

10.6 
10.7 
12.1 
52.4 

5.9 

4.4 

9.8 

31.4 

6.5 

4.5 

9.1 

32.1 

3.9 

1.3 

9.0 

24.6 
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TABLE  IV— HOUSING  CHARACTERISTICS' 
[In  percent] 


U.S.  total 


Black 


Reservation 

resident 

Hispanic  Indians 


Persons  per  room: 

1  or  less 

1.01  to  1.50- 

1.51  or  more 

Selected  equipment:  i 

With  complete  bathroom 

With  more  than  1  bathroom 

With  piped  water  in  building 

With  public  water  supply 

With  public  sewer 

With  air-conditioning 

Percentage  households  in  owner-occupied  units. 
Value — owner-occupied  units: 

Less  than  $5,000 

$5,00O-$7,499 

$7,50O-$9,999 

$10,00O-$14,999 

$15,000-$19,999 

$20,000-$24,999 

$25,000-$34,999 

$35,000-$49,999 

$50,000  or  more 

Median 


86.1 

80.6 

74.3 

54.4 

5.6 

12.5 

16.2 

18.0 

2.1 

6.9 

9.5 

27.6 

92.5 

82.4 

93.2 

52.3 

27.3 

11.9 

44.9 

97.5 

92.1 

98.6 

70.9 

81.7 

87.3 

47.9 

71.2 

80.7 

79.5 

29.1 

35.8 

18.0 

19.7 

4.9 

62.9 

33.7 

37.2 

J  66.  6 

6.1 

16.1 

11.5 

53.7 

7.2 

15.4 

10.9 

14.6 

8.4 

14.9 

11.2 

8.4 

20.1 

23.8 

22.0 

11.3 

20.1 

16.3 

19.8 

6.6 

14.7 

7.2 

11.9 

2.6 

13.9 

4.6 

8.8 

1.5 

6.4 

1.4 

2.9 

.7 

3.1 

.4 

1.0 

.8 

,000 

$10,  000 

$13,700 

$4,300 

'  All  other  sources  suggest  this  figure  is  significantly  lower  than  the  actual  figure  even  for  the  sample  population.  Rental 
situations,  per  se,  are  atypical  for  tribal  members  living  on  their  own  reservation,  with  the  limited  exception  of  HUD 
rental  low-rent  public  housing. 

Source:  1970  U.S.  census,  HC  and  PC  series. 

B.  Data  availahility 

Data  on  Federally-recognized  Indian  reservations  in  the  United  States  is 
available  from  five  major  sources.  These  sources  and  an  evaluation  of  the  quantity 
and  quality  of  data  they  provide  is  provided  as  follows: 


Data  source 


Content 


Limitations 


1. 1970  U.S.  census. 


2.  BIA: 

(a)  Housing  data. 


Provides  the  only  generally  available,  rela- 
tively complete  socioeconomic  data  on 
American  Indians,  on  and  off-reservation 
population.  Data  includes  income,  hous- 
ing, employment,  and  other  detailed 
demographic  and  socioeconomic  data. 


BIA  has  conducted  an  annual  housing 
survey  since  the  early  1970s  (summary 
attached)  which  is  supposed  to  count  and 
classify  all  residential  structures  on 
federally-recognized  reservations  and 
classify  by  structural  condition. 


Only  133  out  of  over  400  federally-recog- 
nized reservations  were  surveyed  in  1970. 
Detailed  information  was  published  on 
only  the  largest  24  of  these  reservations, 
in  large  part  because  of  concerns  of  sam- 
ple sizes;  1970  was  the  Census  Bureau's 
1st  major  attempt  at  surveying  reserva- 
tions, and  sample  sizes  and  techniques 
used  resulted  in  high  error  factors.  De- 
tailed resurveys  have  indicated  that  50 
percent  or  more  of  the  population  of  a 
number  of  reservations  was  missed— gen- 
erally the  most  isolated,  poorest  families. 

Many,  but  not  all  reservations  are  surveyed. 
The  quality  of  data  obtained  is  dependent 
on  the  knowledge  and  efforts  of  the  sur- 
veyor. Comparison  with  sporadically 
available,  but  thorough  HUD  701  studies 
has  indicated  that:  many  units  classified 
as  "standard"  have  1  or  more  major 
structural  deficiencies;  many  units  classi- 
fied as  "suitable  for  rehabilitation" 
cannot  cost-feasibly  be  brought  to  HUD's 
minimum  property  standards;  and  under- 
counting  occasionally  was  done  by  as  much 
as  100  percent  of  reported  households. 
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Data  source  Content  Limitations 

(b)  Demographic  and  em-  Bl  A  provides  what  are  now  annual  estimates  Data  is  incomplete;  demographic  and  em- 
ployment data,  of  total  reservation  demographics  by  age,  ployment  data  appears  to  be  relatively 
sex,  employment,  and  income  status  accurate  in  areas  v^here  Bl  A  is  active  (e.g., 
(income  categorization  is  limited  to  Arizona  and  New  Mexico),  but  consider- 
"over"  and  "under"  $5,000  income  ably  less  reliable  in  other  areas  where 
annually  classification).  BIA    lacks    the    staff    or    data    sources 

needed  for  th's  purpose;  no  means  of 
veiifying  the  accuracy  or  inaccuracy  of 
BIA  income  data  exists,  but  information 
provided  should  be  regarded  as  inade- 
quate for  detailed  planning  purposes. 

3.  Indian  Health  Service IHS  complies  annual  estimates  of  service    Data    is    incomplete,    since    IHS    provides 

data  populations.  limited  service  to  seme  small  reservations; 

Estimates  are  based  partly  on  health 
service  usage  information,  and  therefore 
cannot  be  assumed  accurate  for  popula- 
tion as  a  v/ncle;  "Service  populations" 
may  differ  from  reservation  residency 
data  because  of  eligibility  ciiteria. 

4.  IRS IRS  revenue-sharing  population  estimates,.  IRS  is  normally  a  user  of  data  from  other 

sources.  Disputes  over  rather  large  data 
discrepancies  have  led  it  to  research  the 
accuracy  of  data  used  in  allocating 
revenue-sharing  funds  to  some  reserva- 
tions; not  all  reservations  receive  such 
funding,  but  estimates  used  may  well 
reflect  best  ctoss-compilation  of  gross 
reservation  population  estimates. 

It  should  be  assumed  that  available  data  is  generally  inadequate  for  detailed 
planning  purposes.  Data  for  a  small  number  of  reservations  is,  however,  available 
which  is  both  detailed  and  accuiate.  Analyses  of  this  data  and  the  1970  Census 
have  shown  that  housing  conditions,  employment  and  poverty  statistics  are 
surprisingly  uniform  when  aggregated  to  a  Regional-level  basis.  It  follows  that  for 
"fairshare"  purposes  use  of  population  data  alone  is  a  reasonably  equitable  way 
of  allocating  resources  to  the  Regional  level. 

The  U.S.  Bureau  of  Census  have  been  doing  extensive  preparatory  research  in 
conjunction  with  tribal  governments,  BIA  and  IHS  to  assure  an  accurate  and 
complete  census  of  Indian  reservations  in  1980.  The  geographical  isolation  of 
many  Indian  families  is  compounded  b}^  the  fact  that  it  is  not  unusual  to  make  no 
use  of  normal  services  (e.g.,  telephone,  electricity,  water  companies)  in  terms  of 
survey  techniques.  Until  the  1980  Census  is  completed,  HUD  must  use  available 
data  in  planning  for  Indian  communities  with  the  knowledge  that  it  contains 
serious  defects. 

Chapter  III. — Recommendations  for  Future  Actions 

A.   OVERALL  PROGRAM   REVIEW  AND   FUTURE  DIRECTIONS 

It  is  evident  that  HUD  has  not  met  its  goal  of  providing  decent,  safe,  and 
sanitary  housing  for  American  Indians,  including  Alaskan  Natives,  and  that 
major  changes  must  be  made  in  the  way  HUD  administers  its  Indian  housing 
programs.  In  addition,  we  have  found  a  need  for  a  coherent,  Government-wide 
stance  on  Indian  housing  policy  and  related  assistance.  Early  last  year  Secretary 
Harris  asked  Mr.  Joseph  Burstein,  Counselor  to  the  Secretary,  to  stud.y  the  matter 
and  report  with  recommenrhitions  on  waj'S  in  which  HUD  could  best  deal  with 
the  delivery  of  HUD  IncUan  programs. 

In  October  1977,  while  Mr,  Burstein  was  completing  his  study,  HUD  received 
from  the  (Jcneral  Accounting  Office  a  copy  of  its  jjro-posed  rej^ort  to  the  Congress, 
"Substandard  Indian  Housing  Continues  to  Increase  Despite  Fe(ieral  Efforts — 
the  Need  for  Change,"  with  a  rcHpicst  for  our  comments.  This  proposed  report 
addressed  not  only  the  issu(^  of  inttM-Departmental  coordination  l)ut  also  the 
broader  question  of  a  national  i)olicy  for  Indian  housing  and  it  suggested  that 
the  resi)onsibilities  of  the  Departments  of  Interior,  Agricultuie,  and  HUD  be 
redefined  in  order  to  i)rovide  for  a  coordinated  policy. 
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Since  copies  of  the  proposed  GAO  report  had  also  been  sent  to  the  Secretary 
of  Agriculture  and  the  Secretarj^  of  the  Interior  for  their  review  and  comment, 
Secretary  Harris  considered  it  appropriate  to  invite  them  to  participate  in  joint 
consideration  of  the  issues  raised  in  the  (h'aft  re))ort  \)y  the  establishrn(;nt  of  a 
working  group  and  the  particii)ation  by  organizations  representing  the  benefi- 
ciaries of  the  program.  Accordingly,  on  December  1,  1977,  Secretary  Harris  sent 
a  memorandum  to  the  Secretary  of  Agriculture  and  the  Secretary  of  the  Interior 
suggesting  that  a  working  group  l)e  formed  from  the  three  agencies  to  formulate 
legislative  and  administrative  proposals  for  the  President.  It  was  also  suggested 
that  Interior  be  designated  the  lead  Department  and  that  the  Assistant  Secretary 
for  Indian  Affairs  might  be  the  appropriate  chairperson  of  this  working  group.  On 
Feljruary  2,  1978,  the  Secretary  of  Interior  replied  that  the  Assistant  Secretary 
for  Indian  Affairs  would  act  as  chairperson  of  the  working  group.  The  Secretary 
of  Interior  stated  that  he  had  also  requested  HEW  Secretary  Califano  to  desig- 
nate a  representative  on  March  9,  1978.  Secretary  Harris  responded  favorably 
naming  the  designated  HUD  representatives  and  expressing  the  hope  that  the 
group  would  meet  as  soon  as  possible.  We  are  still  awaiting  response  from  the 
Assistant  Secretary  for  Indian  Affairs. 

Mr.  Burstein's  reports  on  Indian  Housing  in  general  and  Alaska  Native  Housing 
in  particular  were  completed  in  November  1977  and  were  discussed  in  the  July  13 
and  14,  1978  HUD  Indian  Housing  Conference  in  Washington  with  representative 
Indian  leaders.  These  reports,  together  with  a  synopsis  of  relevant  discussions 
of  the  Counselor's  recommendations  at  the  Conference  have  Vjeen  incorporated 
in  Notice  78-21  (PHA)  dated  7/27/78  and  transmitted  to  all  IHAs  (Appendix  II). 
This  Notice  was  also  sent  to  each  Tribe,  Band,  Pueblo,  Group  and  Community 
of  Indians  and  Alaska  Natives. 

We  are  awaiting  comments  from  Tribal  officials  and  Indian  organizations  on 
Mr.  Burstein's  report.  No  decisions  will  be  made  on  the  Counselor's  recommenda- 
tions, or  the  advisability  of  another  HUD-sponsored  national  conference  until  the 
Department  considers  the  comments  from  Tribal  officials  and  the  Interdepart- 
mental Working  Group  considers  these  issues.  Until  this  working  group  is  initiated 
and  makes  recommendations  upon  which  policy  decisions  can  be  made,  we  will 
continue  to  improve  the  existing  program,  including  better  coordination  under 
the  current  Inter-Departmental  Agreement.  Undoubtedly  any  recommended 
changes  in  the  basic  handling  of  the  program  resulting  from  the  working  group 
would  be  the  subject  of  Congressional  hearings  and  require  statutorj^  changes. 
It  is  therefore  appropriate  that  HUD  defer  major  recommendations  until  the 
working  group  reports. 

B.    SPECIFIC    PROGRAM    AND    ADMINISTRATIVE    IMPROVEMENTS 

The  following  actions  are  planned  to  be  taken  this  fiscal  year  to  improve  the 
Indian  housing  program: 

Program  Procedures. — As  indicated  earlier,  amendments  to  the  Indian  housing 
reguhitions  have  been  prepared  for  publication.  During  the  first  part  of  the  fiscal 
year,  we  expect  the  revised  regulations  to  become  final  and  a  revised  processing 
handbook  to  be  written  during  the  interim  period,  so  that  both  may  be  issued 
simultaneously. 

Training. — Once  the  revised  regulations  and  handl^ook  as  discussed  above 
are  final,  we  plan  to  hold  training  sessions  for  field  staff,  including  if  possible, 
field  staff  of  the  Bureau  of  Indian  Affairs  and  the  Indian  Health  Service.  Sub- 
sequently, our  field  staff,  with  Headquarters  assistance,  will  train  IHA  staff 
on  the  new  procedures.  It  is  contemplated  that  this  training  can  be  accomplished 
in  FY  1979. 
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Appendix  I 

TABLE  1-1— INDIAN  HOUSING  UNITS  PROVIDED  THROUGH  THE  PUBLIC  HOUSING  PROGRAM  (FISCAL  YEARS  1962-78) 


Fiscal  year 


Reservations 


Construction 
starts 


Completions 


1962 299 

1963 - 1,114 

1964 — 1,827 

1965 - 600 

1966 --- 354 

1967 - - 811 

1968 1,515 

1969 - 3,949 

Subtotal 

1970 

1971 

1972 

1973 - 

1974 

Subtotal 

1975 

1976' 

1977 

1978. 

Subtotal 

Total 59,935 


51 

55 

294 

624 

533 

1,222 

1,206 

1.049 


0 

0 

83 

201 

603 

513 

992 

1,523 


10,  469 

5,035 

3,915 

5, 679 

3,763 
4,974 
3,111 
2,675 
2,638 

1,206 

51686 

2,160 

9,714 

2,889 

562 

3,788 

1,  288 

3,499 

22, 929 

17. 161 

13,  542 

6,726 

2,170 
3,507 
3,965 
4,581 

3,459 

6,  888 

2,695 

8,  065 

1,299 

4,  858 

2,677 

26,  537 

14,  223 

7,453 

36.  419 


24, 910 


'  Figures  include  fiscal  year  1976  and  the  transition  quarter.  The  timing  of  the  Federal  fiscal  year  was  changed  to  begin 
Oct.  1  rather  than  July  1  in  1976;  the  quarter  July  1,  1976  through  Sept.  30,  1976,  was  called  the  transition  quarter. 

TABLE  1-2.— INDIAN  HOUSING  DEVELOPMENT  COSTS  FISCAL  YEARS  1972-79 


Fiscal  year 


Average 

annual  Average  total 

contribution  development 

per  dwelling  cost  per 

unit  dwelling  unit 


1972 $1,574  $22,124 

1973 - 1,930  28,201 

19741 .. 

1975 3,129  35,760 

19762 3,428  40,828 

1977 4,316  55,420 

19783 4,311  51,977 

1979< 4.500  54,256 


•  Fiscal  year  1974  data  is  not  included,  since  that  was  the  year  of  the  suspension  and  only 
under  ACC  at  an  estimated  total  development  cost  par  unit  of  $24,790. 

2  Includes  transition  quarter. 

3  Preliminary  data;  expected  to  be  higher  when  actual  data  is  reconciled  and  confirmed. 

*  Estimate. 


units  were  placed 


TABLE  1-3.— INDIAN  HOUSING— RFSERVATIONS/STARTS  COMPLETIONS  (UNITS) 


Fiscal  year 
1978 

United 
States 

1 

II 

III 

IV 

V 

VI 

VII 

VIII 

IX 

X 

Net  reservations... 
Starts 

.     4,858 
.     4,581 
.     2,677 

15 
0 
20 

0 
0 
0 

0 
0 
0 

255 
150 
175 

282 

200 

40 

1,002 
981 
865 

238 

195 

10 

1,154 
854 
489 

1,193 

1,693 

745 

719 
508 

Completions' 

333 

1  Estimate. 


Appendix  II.  Section  901 — Indian  and  Alaska  Native  Housing 
AND  Community  Development  Provision  in  the  1977  Housing 
and  Co!\lmunity  Development  Act  (95-128) 

Title  IX — Miscellaneous 

INDIAN    AND    ALASKA    NATIVE    HOUSING    AND    COMMUNITY    DEVELOPMENT 

Sec.  901.  Section  4  of  the  Department  of  Housing  and  Urban  Developmen 
Act  is  amended  by  adding  at  the  end  thereof  the  following: 

''(b)  (1)  There  shall  be  in  the  Department  a  Special  Assistant  for  Indian  and 
Alaska  Native  Programs,  who  shall  be  responsible  for  coordinating  all  programs 
of  the  Department  relating  to  Indian  and  Alaska  Native  housing  and  community- 
development.  The  Special  Assistant  for  Indian  and  Alaska  Native  Programs 
shall  be  designated  by  the  Secretary  not  later  than  60  da3^s  after  the  date  of 
enactment    of    this    subsection. 

"(2)  The  Secretary  shall,  not  later  than  December  1  of  each  year,  submit  to 
Congress  an  annual  report  which  shall  include — 

"(A)  a  description  of  his  actions  during  the  current  year  and  a  projection 
of  his  activities  during  the  succeeding  years; 

"(B)  estimates  of  the  cost  of  the  projected  activities  for  succeeding  fiscal 
years; 

"(C)  a  statistical  report  on  the  conditions  of  Indian  and  Alaska  Native 
housing;  and 

"(D)    recommendations   for   such   legislative,    administrative,    and   other 
actions,    as   he   deems   appropriate.". 

(69) 


Appendix  III.  January  11,  1979  Proposed  Rec^ulations  on  IIUD 
Indian  Public  Housing  Progra:ms 

On  January  11,  1979,  IIUD  published  proposed  regulations  on  Indian  public 
housing.  These  were  the  first  changes  proposed  since  the  comprehensive  regu- 
lations were  made  final  on  March  9,  1976,  a  version  which  many  Indian  Housing 
Authorities  have  found  to  be  inadequate  and  over-complicated. 

The  new  proposed  regulations  offer  a  number  of  welcome  initiatives.  Speci- 
ficall}',  tenant  counselling  is  proposed  as  an  allowable  cost,  design  standards  are 
to  meet  minimum  property  standards  but  are  not  necessarily  to  be  controlled 
by  them,  construction  inspections  are  ensured,  amendments  will  be  allowed  to 
the  annual  contributions  contract  and  development  program  budget  in  order 
to  correct  deficiencies,  and  a  limited  operating  subsidy  payment  may  be  made 
for  mutual  help  homeownership  homes. 

[From  the  Federal  Register,  Tliurs.,  Jan.  11,  1979 — Part  II] 

Department  of  Housing  and  Urban  Development,  Office  of  the  Assistant 
Secretary  for  Housing — Federal  Housing  Commissioner 

indian  housing proposed  rules 

Agency:  Department  of  Housing  and  Urban  Development. 

Action:  Proposed  rule. 

Summary:  This  notice  sets  forth  proposed  amendments  to  the  regulations  for 
the  HUD  Indian  Housing  Program  under  the  United  States  Housing  Act  of  1937. 
The  amendments  would  include  changes  in  the  procedures  for  development  of  the 
housing,  changes  in  the  procedure  for  providing  Indian  enterprise  preference  in 
IHA  contracting,  and  for  Mutual  Help  housing,  changes  in  the  computation  of 
required  homebuyer  payments  and  a  provision  for  payment  of  needed  operating 
subsidy. 

Date:  Comments  are  due  on  or  before  February  12,  1979. 

Address:  Comments  should  be  filed  with  the  Rules  Docket  Clerk,  Office  of 
General  Counsel,  Room  5218,  Department  of  Housing  and  Urban  Development, 
451-7th  Street,  SW.,  Washington,  D.C.,  20410  (202)  755-7603  (this  is  not  a  toll- 
free  number). 

Each  person  submitting  a  comment  should  include  name  and  address  and  refer 
to  the  document  b}^  the  document  name  indicated  in  the  heading  and  give  reasons 
for  any  recommendation.  Copies  of  all  written  comments  received  will  be  avail- 
able for  examination  by  interested  persons  in  the  office  of  the  Rules  Docket  Clerk 
at  the  address  listed  above. 

For  further  information,  contact:  Thomas  Sherman,  Office  of  Assisted  Housing, 
Department  of  Housing  and  Urban  Development,  Washington,  D.C.  20410,  (202) 
755-5658  (this  is  not  a  toll-free  number). 
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Supplementary  information:  Comprehensive  regulations  for  the  Indian  Hous- 
ing Program  became  effective  on  March  9,  1976.  At  that  time  it  was  anticipated 
that  amendments  would  probably  be  required  on  the  basis  of  experience  under  the 
published  regulations.  The  present  amendments  provide  for  important  changes  in 
the  present  regulations,  reflecting  the  concerns  of  Indian  Housing  Authorities  and 
of  HUD  during  the  period  the  regulations  have  been  in  effect.  These  changes  can 
be  accomplished  under  present  statutory  authority.  The  Department  recognizes 
that  more  extensive  changes,  requiring  new  legislation,  may  be  needed  in  order  to 
realize  a  more  comprehensive  solution  to  the  problems  of  the  program. 

The  changes  which  are  now  proposed  for  public  comment  are  already  the  result 
of  an  extensive  series  of  consultations  with  IHAs  and  other  concerned  Indian 
organizations,  since  earlj^  1977.  Successive  working  drafts  of  the  amendments 
were  simultaneously  circulated  to  these  groups  and  to  IIUD  Field  Staff.  Numer- 
ous comments  from  HUD  and  non-HUD  sources  were  received  on  successive 
rounds  of  the  amendments,  and  have  been  carefully  considered. 

The  following  is  a  summarj^  of  the  specified  proposed  amendments : 

Production  method — Modified  turnkey 

1.  Section  805.203(a)  now  provides  that  the  IHA's  application  for  a  Project 
shall  state  which  production  method  it  prefers  to  use  and  that  the  IHA  shall 
provide  a  justification  for  its  chosen  method.  Under  this  S5^stem,  some  IHA's 
have  been  using  the  Turnkey  method,  while  others  have  been  using  the  Conven- 
tional method.  Section  805.203 (a)  is  continued  without  change.  It  has  been  deter- 
mined, however,  that  a  modified  form  of  the  Turnkey  method  should  be  established 
in  order  to  provide  a  more  expeditious  and  less  costly  method  and  to  take  account 
of  certain  complaints  by  IHA's  that  under  the  present  Turnkey  method  they  do 
not  have  sufficient  control  of  the  design. 

Accordingly,  §  805.203  would  be  amended  to  set  forth  a  modified  form  of  the 
Turnkey  method  which  responds  to  the  two  objections  mentioned  above  and 
combines  the  best  features  of  both  production  methods.  The  modified  form  of 
Turnkey  includes  the  following  basic  provisions. 

(A)  Before  advertising  for  Turnkey  Proposals,  (1)  the  sites  shall  have  been 
selected,  (2)  HUD  shall  have  approved  drawings  and  specifications  for  the  housing 
in  sufficient  detail  to  enable  a  developer  to  quote  a  firm  price  and  to  assure  the 
quality  of  the  design  and  construction,  and  (3)  on  the  basis  of  these  drawings  and 
specifications,  HUD  shall  have  approved  an  estimate  of  the  Total  Development 
Cost  and  separate  estimates  of  the  cost  of  Dwelling  Construction  and  Equipment 
Cost  (DC&E  Cost)  and  of  the  maximum  total  construction  contract  price  which 
it  has  determined  to  be  reasonable  and  within  applicable  limitations. 

(B)  The  invitation  for  Turnkey  Proposals  shall  be  based  on  a  Developer's 
Packet  which  includes  a  description  of  the  sites  and  the  detailed  drawings  and 
specifications. 

(C)  Accordingly,  each  developer  will  be  required  to  quote  a  firm  price.  After 
the  developer  has  been  selected,  and  the  ACC  executed,  the  Contract  of  Sale  will 
be  executed. 

(D)  Finally,  whatever  the  production  method  used,  the  IHA  shall  provide 
(and  sufficient  development  funds  will  be  provided  for  this  purpose)  regular 
inspections  bj'  a  qualified  inspector  sufficient  to  assure  compliance  with  the  ap- 
proved flrawings  and  specifications  and  the  quality  of  the  completed  housing. 
(See  comment  41.) 

Prohibition  on  bonding  for  turnkey 

2.  The  regulations  would  provide,  for  both  the  standard  and  the  modified 
Turnkey  Method,  that  the  developer  may  not  be  required  to  post  a  bond  for 
performance  or  payment  (§  805.203(b)  and  (c)). 

Production  method — Force  account 

3.  In  response  to  comments,  §  805.203(f)(3)  would  authorize  the  field  offices  to 
approve  the  use  of  Force  Account  for  repairs  and  rehal)ilitation  of  acquired  hous- 
ing, correction  of  deficiencies,  or  completion  after  default  by  the  original  contrac- 
tor. For  new  construction,  however,  §  805.203((1)(2)  would  permit  the  use  of 
Force  Account  only  with  the  api)roval  of  the  Assistant  Secretary  for  Housing,  and 
only  if  the  tribe  agrees  in  writing  to  cover  any  excess  costs.  The  tribe  would  have 
to  demonstrate  that  it  has  the  financial  resources  to  meet  this  commitment  up  to 
a  si)ecified  amount. 
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In  all  cases  where  an  IHA  requests  authority  to  use  the  Yorce  Account  m(!thofl, 
it  would  have  to  provide  the  justification  and  demonstrate  that  it  hius  the  capa- 
bility to  achieve  timely  completion  of  the  work  within  the  Total  Development 
Cost  and  with  the  additional  assurances  provided  by  the  tribe. 

Public  advertisement  for  competitive  proposals 

4.  A  number  of  comments  requested  authority  to  enter  into  construction  con- 
tracts on  a  negotiated  basis.  It  has  been  determined  that  the  arguments  given  are 
insufficient  to  outweigh  the  public  interest  in  providing  public  opportunity  for 
competitive  bidding.  Accordingly,  §  805.203(g),  provides  that  contracts  for 
development  of  a  Project  may  be  awarded,  whether  to  Indian  Enterprises  or  to 
others,  only  after  public  advertisement  for  competitive  proposals. 

5.  Difficulties  have  arisen  in  the  past  where  the  lowest  bid  or  proposal  could 
not  be  accepted  because  it  was  above  the  amount  budgeted  for  the  contract,  or 
because  the  amount  allocable  to  DC&E  Cost  was  in  excess  of  the  applicable  Pro- 
totype Cost  limit.  These  difficulties  arose  because  there  was  nothing  in  the  ad- 
vertisement or  in  the  information  made  available  to  the  prospective  contractors 
to  apprise  them  of  any  such  limitations.  Accordingly,  §  805.203(g)  would  provide 
that  the  advertisement  for  proposals  shall  inform  all  prospective  contractors  of 
the  amount  of  the  applicable  Prototype  Cost  limit  and  of  the  maximum  total 
contract  price  which  has  been  determined  to  be  reasonable. 

Indian  preference  in  contracting 

6.  Section  805.106(a)  would  be  amended  to  clarify  the  meaning  of  "Indian 
Organizations  and  Indian-owned  Economic  Enterprises,"  the  class  of  businesses 
entitled  to  contracting  preference  under  Section  7(b)  of  the  Indian  Self-Deter- 
mination  and  Education  Assistance  Act.  This  class  includes  both  an  "economic 
enterprise"  as  defined  in  Section  3(e)  of  the  Indian  Financing  Act  of  1974,  and  a 
"tribal  organization"  as  defined  in  Section  4(c)  of  the  Indian  Self-Determination 
and  Education  Assistance  Act.  The  regulations  now  incorporate  only  the  Indian 
Financing  Act  definition  of  an  "economic  enterprise,"  and  would  be  amended  to 
add  the  statutory  definition  of  "tribal  enterprise." 

7.  Since  it  has  been  determined  to  exempt  programs  subject  to  Section  7(b) 
from  the  conflicting  requirements  under  Section  3  of  the  HUD  Act  of  1968, 
Section  3  requirements  would  be  deleted  from  §  805.106. 

8.  Experience  has  shown  that  public  advertisement  for  bids  or  proposals  ad- 
dressed to  all  types  of  contractors,  with  a  provision  that  the  bid  of  an  Indian 
Enterprise  shall  be  preferred  if  its  price  is  within  110  percent  of  the  otherwise  low 
bid,  is  not  worl^able.  Generally,  non-Indian  contractors  are  reluctant  or  unwilling 
to  participate  in  such  bidding.  In  addition,  troublesome  questions  have  arisen  as 
to  how  the  10  percent  price  preference  can  be  reconciled  with  Prototype  Cost 
limits  and  reasonable  contract  cost  determinations.  This  experience  indicates  that 
the  most  practicable  and  effective  method  of  providing  preference  to  Indian  Enter- 
prise is  to  issue  an  advertisement  for  proposals  limited  to  Indian  Enterprises. 

Accordingly,  §  805.204  would  be  revised  to  incorporate  this  with  HUD  approval 
as  an  optional  method  of  providing  preference  to  Indian  Enterprises.  When  this 
method  is  used,  the  amended  §  805.204  would  also  specifically  authorize  the  IHA, 
with  HUD  approval,  to  publish  a  prior  invitation  for  Indian  Enterprises  to  submit 
a  Statement  of  Intent  to  respond  to  an  advertisement  for  proposals  when  published 
and  to  furnish  evidence  to  establish  their  qualifications  in  accordance  with 
§  805.204(a)(4). 

9.  Where  a  contractor  seeks  to  qualify  for  award  of  a  contract  under  the  new 
preference  provisions,  the  contractor's  eligibility  for  preference  must  be  approved 
by  HUD  (§  805.204(a)(4)).  This  section  would  state  the  nature  of  the  submission 
by  any  prospective  contractor  seeking  to  qualify  for  the  preference.  The  contractor 
would  be  required  to  submit  evidence  showing  fully  the  extent  of  Indian  ownership 
and  interest,  and  evidence  of  structure,  management  and  financing  affecting  the 
Indian  character  of  the  enterprise. 

10.  Section  805.204(d)  would  provide  that  for  all  construction  contracts,  the 
information  for  prospective  contractors  shall  set  forth  all  Indian  preference  require- 
n|ents  affecting  award  of  or  to  be  included  in  the  terms  of  the  Contract. 

IHA  Commissioners 

11.  A  new  §  805.110(b)  would  be  added  to  provide  that  a  member  of  the  Board 
of  Commissioners  shall  not  be  eligible  for  employment  by  the  IHA  except  under 
unusual  circumstances  and  with  the  approval  of  HUD.  While  some  comments 
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suo"gested  allowing  employment  of  a  Board  member  in  the  position  of  Executive 
Director,  it  was  the  consensus  of  the  comments  that  the  role  of  Commissioner  was 
basically  incompatible  with  concurrent  employment  by  the  IHA  in  any  capacity 
and  that  exceptions  should  be  allowed  only  for  the  most  compelling  reasons. 

12.  There  were  several  recommendations  from  IHAs  and  Indian  groups  that 
IHA  Commissioners  be  compensated  for  losses  in  income  incurred  b}'  reason  of 
attendance  at  iDoard  meetings  and  that  such  compensation  be  funded  by  additional 
operating  subsidy  from  HUD.  Either  a  flat  rate  of  compensation  would  have  to 
be  established  which  would  be  paid  to  Commissioners  regardless  of  the  varying 
amounts  of  lost  income  or  HUD  would  have  to  become  involved  in  calculations 
of  individual  losses  of  income. 

The  present  policy  is  in  line  with  that  which  prevails  in  the  public  housing 
program  generally,  and  it  is  felt  that  this  issue,  as  well  as  other  operating  policy 
issues,  should  be  deferred  until  consideration  has  been  given  to  the  recommenda- 
tions of  the  Counselor  to  the  Secretary  under  which  increased  responsibility  for 
operations  and  for  maintaining  the  financial  stability  of  the  projects  without 
HUD  operating  subsidy  would  be  placed  on  the  tribal  governments  and  their 
IHAs.  For  these  reasons,  no  amendment  on  the  issue  of  compensation  for  Com- 
missioners is  proposed. 

Allocation  of  contract  authority 

13.  A  proposal  to  amend  §  805.205  to  provide  that  HUD  will  allocate  contract 
authority  for  Indian  housing  in  accordance  with  need  and  administrative  capa- 
biUty  of  the  IHA  was  rejected  based  upon  negative  comments. 

Compliance  with  Section  213  and  0MB  Circular  A-95 

14.  Section  805.206  would  be  amended  to  provide  that  the  application  shall 
designate  at  least  the  general  locations  of  the  proposed  housing  as  needed  to  permit 
the  commencement  of  the  Section  213  local  review  process.  To  expedite  processing 
for  Section  213  purposes,  the  application  may  be  accompanied  by  comments  on 
the  application  b}^  the  Chief  Executive  Officer  on  behalf  of  the  local  government. 
Appropriate  provisions  of  O^SIB  Circular  A-95  are  quoted.  Section  805.217(a) 
would  be  revised  to  eliminate  a  description  of  procedural  requirements  under 
A-95,  and  to  provide  only  that  tentative  site  approval  shall  not  be  given  until  the 
requirements  for  compliance  with  Section  213  and  with  A-95  (where  apphcable) 
have  been  met. 

Program  reservation  and  development  program 

15.  The  definition  (in  §  805.102)  of  the  term  "Program  Reservation"  has  been 
modified  to  indicate  that  the  obligation  of  contract  and  budget  authority  will  be 
made  at  the  program  reservation  stage  and  that  the  number  of  units  which  may 
be  approved  for  ACC  will  be  the  number  of  units  in  the  Program  Reservation  or 
such  lesser  number  as  is  consistent  with  the  reserved  amount  of  contract  and 
budget  authority. 

16.  Section  865.206(b)(4)  would  require  submission  of  an  appro vable  Develop- 
ment Program  within  one  year  from  issuance  of  the  Program  Reservation. 

17.  Section  805.208  would  be  substantially  expanded  to  provide  a  mechanism 
for  an  ongoing  process  of  coordmation  and  cooperation  by  HUD,  the  IHA,  the 
tribe  and  other  concerned  agencies  during  the  development  period.  The  amend- 
ments would  require  institution  of  the  coordination  process  as  soon  as  sites  are 
identified.  By  concurring  in  tentative  site  approval,  each  party  would  be  com- 
mitterl  to  provide  any  agreed  funding  or  other  assistance. 

Section  805.208  would  also  provide  for  periodic  consultations  between  the 
tribe,  as  well  as  IHA,  HUD  and  other  concerned  federal  agencies,  on  the  progress 
of  project  development,  at  which  times  the  parties  would  agree  on  necessary 
action  on  problems  delaying  the  project  development.  Before  the  end  of  the 
one-year  period,  the  parties  would  reconmiend  to  HUD  whether  to  extend  the 
one-year  limit  or  cancel  the  Program  Reservation. 

Preliminary  loans 

18.  The  provisions  of  j^rdiminary  loan  funding  (§  805.209)  would  be  compre- 
hensively revised.  Because  the  amount  of  preliminary  loan  previously  authorized 
($500  per  unit,  $1,000  in  Alaska)  has  often  IxM^n  insufficient,  the  amendments 
would  allow  a  higher  and  more  flexible  limitation  for  preliminary  surveys  and 
plarming.  TIk;  new  limitation  is  3  percent  of  estimated  Total  l)(^velopment  Cost 
($1,500  in  the  case  of  a  $50,000  TDC).  In  addition,  the  HUD  field  office  could 
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under  certain  specified  conditions  ai)prov(>  preliminary  loan  fundi?)^  for  purposes 
other  than  preliminary  surveys  and  planning;,  or  for  more  than  3  percent. 

19.  While  increasing  the  amounts  of  preliminary  loan,  the  re^'idations  would 
also  establish  limitations  on  the  availability  and  use  of  the  funds.  The;  rej^ulations 
would  clarify  that  preliminary  loan  funds  are  only  available  for  purposes  and  in 
amounts  that  can  be  included  in  a  Development  Cost  Budj^et  (§  805.209 ''c)).  In 
order  to  establish  tighter  controls  over  the  use  of  the  funds,  the  IIIA  woulfl  be 
required  to  adopt,  and  submit  for  HUD  approval,  a  budg(t  for  use;  of  the  loan 
funds  (§  805.2()9(d)).  Finally,  since  adequate  preliminary  loan  funding  is  now 
to  be  provided,  the  amendments  would  explicitly  prohibit  an  IIIA  from  the  u>:e 
of  funds  from  other  projects  to  cover  the  pre-ACC  expenses  (§  805.209 ("e)). 

Capability  of  contractor 

20.  A  new  §  805.211(c)  would  provide  that  the  IIIA  may  not  award  a  construc- 
tion contract  until  the  prospective  contractor  has  demonstrated  that  he  has  the 
technical,  administrative  and  financial  capability  to  perform  the  contract  work 
within  the  time  provided  under  the  contract. 

Design  of  the  housing 

21.  Section  805.212(a)  sets  forth  a  revised  statem.ent  of  the  basic  design  stand- 
ards. In  the  interests  of  claritj^,  all  the  relevant  standards  are  brought  together  in 
one  paragraph.  In  addition,  the  revision  states  that  the  HUD  Minimum  I^roperty 
Standards  shall  be  taken  into  account,  but  shall  not  be  controlling.  This  will 
eliminate  the  need  for  specific  exceptions  or  waivers  where  deviations  from  the 
MPS  are  considered  desirable  or  appropriate. 

22.  Section  805.212(b)  is  a  new  provision  which  sets  forth  the  procedure  for 
obtaining  HUD  approval  of  a  design  preliminary  to  preparation  of  a  Developer's 
Packet  and  advertisement  for  proposals.  Under  this  procedure,  the  IHA  shall 
prepare  and  submit  to  HUD  a  basic  outline  for  a  minimum  acceptable  house  for 
its  jurisdictional  area  and  attendant  w^ater  supply  and  waste  disposal  facilities. 
This  shall  be  done  after  consultation  with  the  families  to  be  housed.  HUD  shall 
approve  a  basic  outline  of  the  housing  and  facilities  which,  as  determined  by  HUD, 
can  be  constructed  within  the  applicable  Prototype  Cost  limit  and  at  a  reasonable 
total  contract  price,  and  within  an  acceptable  Total  Development  Cost.  These 
amounts  shall  be  stated  in  HUD's  approval  of  the  basic  outline  and,  as  stated 
earlier,  the  prototype  cost  limit  and  the  maximum  total  contract  price  which  has 
been  determined  to  be  reasonable  shall  be  included  in  the  advertisement  for  pro- 
posals. Following  HUD  approval  of  the  basic  outline,  the  IHA  shall  prepare  the 
draw^ings  and  specifications  needed  for  the  advertisement  for  proposals  and  shall 
submit  these,  together  with  the  remainder  of  the  information  for  prospective 
contractors,  to  HUD  for  its  approval. 

Cost  limits — New  construction  for  acquisition 

23.  Section  805.213  which  provides  procedures  for  special  prototype  cost 
determinations  for  this  program,  would  be  amended  to  clarify  that  these  provisions 
apply  only  to  separate  Indian  prototype  cost  areas. 

24.  The  statement  of  the  special  factors  to  be  considered  in  establishing  pro- 
totype costs  for  separate  Indian  areas  (now  §  805.213(b)(1))  would  be  m.odified 
by  adding  a  sentence  requring  that  prototype  costs  shall  provide  for  features, 
appropriate  for  the  area,  designed  to  conserve  energy,  low^er  utility  costs,  or  utilize 
indigenous  energy  sources. 

25.  Section  805.213(b)(2),  a  new  provision,  states  that  a  copy  of  the  prototype 
design  on  which  a  published  prototype  cost  is  based  shall  be  supplied  to  the  IHA 
for  its  guidance  in  preparing  the  basic  house  design  to  be  submitted  to  HUD 
for  approval. 

26.  Section  805.212(c)  deals  with  revisions  of  prototype  cost,  in  the  context  of 
the  procedure  which  calls  for  the  submission  by  the  IHA  to  HUD  of  a  basic 
outline  of  the  housing  and  facilities  it  desires  to  have  built.  This  section  states 
that  if  the  IHA  finds  that  a  proposed  housing  design  cannot  be  built  within  110 
percent  of  the  existing  prototype  cost  because  construction  costs  have  increased 
(but  not  because  the  design  has  more  expensive  features  than  the  prototype 
design)  the  IHA  shall  so  state  and  request  a  revision  of  the  prototype  cost.  This 
request  shall  be  accompanied  by  evidence  of  the  cost  increase.  HUD  shall  agree 
to  revise  the  prototype  cost  only  if  (1)  it  determines  that  the  evidence  of  cost 
increases  supports  the  request  and  (2)  the  design  cannot  be  modified  to  reduce 
the  cost  sufficiently. 
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27.  Section  805.214d(b)  would  be  amended  to  clarify  that  the  prototype  cost 
limit  applies  only  to  new  construction,  and  to  provide  that  where  a  Project  is 
developed  under  the  Acquisition  method  Development  Cost  shall  not  exceed  90 
percent  of  the  imputed  Development  Cost  of  a  comparable  hypothetical  new 
construction  project  (or  an  appropriately  lower  percentage  if  the  projected  useful 
life  of  the  acquisition  project  is  less  than  the  ACC  term). 

28.  Many  comments  addressed  the  delay  in  the  publication  of  the  annual  up- 
dates and  interim  revisions  of  prototype  costs.  The  Department  is  reviewing 
actions  it  might  take  to  alleviate  this  problem  by  expediting  the  present  process 
or  by  delegating  authority  to  field  offices  subject  to  total  development  cost  ceilings. 
Comments  from  the  public  are  specifically  invited  on  this  point. 

Provisions  relating  to  development  cost 

29.  At  the  request  of  the  BIA,  §  805.214(c)  would  be  amended  to  provide  that 
where  BIA  is  to  assume  responsibility  for  maintenance  of  streets  after  the  housing 
development  is  completed,  BIx\  must  be  given  the  opportunity  to  review  the 
design  and  to  inspect  the  construction  of  the  streets. 

30.  Section  805.214(e)  presently  provides  that  connections  to  utility  distribu- 
tion systems  may  be  included  in  Development  Cost.  In  view  of  questions  and 
comments  relating  to  the  meaning  of  the  word  connections  and  whether  costs  of 
extensions  to  distribution  systems  may  be  included,  the  paragraph  has  been  re- 
vised to  change  the  word  connections  to  hookups  and  to  provide  that  where  rea- 
sonably short  extensions  are  needed  to  make  the  utility  distribution  system 
available  to  the  site,  such  costs  may  be  included  in  the  Development  Cost  if  the 
costs  can  be  justified  on  the  basis  of  net  savings  in  the  Development  Cost  or 
long-term  savings  based  upon  utility  analysis. 

31.  Section  805.214(e)  now  provides  that  costs  of  facilities  to  be  provided  by 
other  than  HUD  shall  not  be  included  in  Development  Cost.  This  paragraph  has 
been  revised  to  state  that  such  costs  may  not  be  included  unless  such  costs  are 
offset  by  other  parties  assuming  costs  that  would  otherwise  be  included  in  Develop- 
ment Cost. 

Tenant  counseling 

32.  A  new  paragraph,  §  805.214(1),  has  been  added  to  provide  for  the  costs  of  a 
HUD-approved  counsehng  program  (up  to  $500  per  dwelling  unit)  in  Develop- 
ment Costs  for  tenants  of  a  Rental  Project.  Previously  such  counseling  programs 
were  allowable  only  for  Mutual-Help  projects. 

Site  selection  and  approval 

33.  Section  805.216(b)  is  being  amended  to  specify  that  a  site  may  not  be 
approved  unless,  in  addition  to  assurances  of  access  roads  in  time  for  initial 
occupancy  of  a  proposed  project,  there  are  assurances  that  there  will  be  access  to 
the  site  in  time  for  construction  purposes. 

34.  Section  805.216(e)  would  be  amended  to  specify  that  IHAs  may  only  use 
sites  for  which  the  costs  of  surveys  and  planning,  including  test  borings  and  drilhng, 
are  expected  to  be  reasonable.  A  new  §  805.216(g)(5)  would  state  that  final  site 
approval  will  not  be  given  unless  HUD  determines  there  is  not  an  unreasonable 
risk  of  natural  hazard. 

35.  Section  805.217(b)  would  be  amended  to  include  an  exception  permitting 
execution  of  an  ACC  before  final  site  approval  on  donated  sites  or  contributed  sites 
for  which  the  MH  Contribution  credit  is  $750  or  less  per  site  under  the  following 
conditions: 

a.  All  projects  have  tentative  site  approval  before  ACC; 

b.  At  least  50  percent  of  the  sites  have  final  site  approval  before  ACC; 

c.  It  is  shown  to  the  satisfaction  of  HUD  that  the  balance  of  the  sites  will 
probal)ly  meet  the  requirements  for  final  site  approval  no  later  than  one  year 
from  execution  of  the  Construction  Contract;  and 

d.  The  Construction  Contract  shall  provide  that  if  all  sites,  finally  approved 
and  with  executed  leases  have  not  been  delivered  by  the  IHA  to  the  contractor 
within  one  year  from  execution  of  the  ("Construction  Contract  (or  HUD-approved 
extension),  the  Construction  Contract  shall  be  reduced  by  the  amount  attributable 
to  the  units  to  Ije  d(!veloi)ed  on  the  undelivered  sites. 

36.  Section  805,2 17(c)  would  prohibit  the  acquisition  of  a  site  mitil  after  (1) 
final  site  approval  and  any  necessary  approvals  from  IHS  and  BIA  and  (2) 
execution  of  the  ACC,  unless  II UD  authorizes  advance  acquisition. 
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Appraisals 

37.  In  response  to  field  recommendations,  the  dollar  amount  helow  which  an 
appraisal  is  not  required  is  raised  fiom  $500  to  $750  (§  805.219(a)). 

38.  Section  805.219(b)  would  be  amended  to  eliminate  the  provision  that  II Ui) 
or  131 A  appraisals  shall  not  be  requested  until  receipt  of  a  11 UD  notification  that 
a  sufficient  number  of  sites  have  been  approved  to  permit  the  project  to  proceed. 
It  is  intended  to  facilitate  and  encourage  the  submission  of  reciuests  for  sit(; 
appraisals  for  particular  sites,  or  batches  of  sites,  at  the  earliest  possible  date,  to 
avoid  delays  in  project  development. 

39.  Section  805.219(c)(4)  provides  that  the  valuation  of  a  leasehold  inteiest  on 
trust  land  may  not  exceed  Yz  of  the  value  of  the  land  as  if  alienable  in  fee.  This 
limitation  would  be  retained,  but  the  regulation  would  l^e  amended  to  provide  that 
the  H  limitation  may  be  exceeded  with  approval  of  the  Assistant  Secretary  for 
Housing  in  exceptional  cases  where  no  other  suita])le  sites  are  available. 

Financial  feasibility — Rental  projects 

40.  An  amendment  of  §  805.220  to  state  in  detail  the  process  by  which  financial 
feasiljility  of  a  rental  project  shall  be  determined  has  been  eliminated  based 
upon  comments  that  it  was  difficult,  to  understand.  Therefore,  the  section  remains 
unchanged  and  the  financial  feasibility  test  is  referenced  to  the  test  applicable  to 
projects  subject  to  the  Performance  Funding  System  (24  CFIl  890.101  et.  seq.) 
for  providing  operating  subsidy.  Operating  subsidy  for  these  projects  is  now  pro- 
vided under  PFS. 

Inspections 

41.  Section  805.221(a)  has  been  expanded  to  make  it  clear  that  whatever  the 
production  method  used,  inspections  during  construction  must  l)e  performed  with 
such  frequency  and  under  such  procedures  as  will  assure  completion  of  quality 
housing  in  accordance  with  the  contract. 

42.  Section  805.221(c)  would  provide  that  the  homebuj^er  must  be  given  a 
copy  of  the  report  on  the  final  inspection  when  the  home  is  completed. 

ACC  amendments 

43.  A  new  §  805.223(b)  would  provide  explicitly  that  the  Development  Pro- 
gram and  ACC  may  be  amended  to  provide  amounts  needed  to  correct  deficiencies 
in  design,  construction  or  equipment  and  resulting  damages,  where  it  is  not  pos- 
sible to  obtain  timely  correction  by  the  responsible  parties. 

44.  In  the  case  of  a  MH  home,  the  additional  development  cost  for  such  work 
will  not  result  in  an  increase  in  the  homebuyer's  purchase  price.  However,  before 
approving  work  on  a  MH  home  for  correction  of  deficiencies,  the  field  office  may 
review  the  homebuyer's  compliance  with  the  MHO  Agreement  and  may  require 
the  IHA  to  reach  an  agreement  with  the  homebuyer  for  the  correction  of  sig- 
nificant non-compliances. 

Admission  policies 

45.  The  existing  regulation  permits  IHAs  to  set  maximum  income  limits  for 
eligibility  at  the  maximum  permitted  under  the  Act,  which  limits  participants  to 
families  who  cannot  afford  to  pay  enough  to  cause  private  enterprise  to  build  an 
adequate  supply  of  decent,  safe  and  sanitary  dwellings  for  their  use.  It  was 
anticipated  that  under  permissible  income  limits,  families  of  relatively  higher 
income?  who  could  not  obtain  decent  housing  because  of  the  near  impossibility 
of  obtaining  private  financing  on  trust  or  restricted  land  would  be  able  to  par- 
ticipate in  the  program  and  the  existing  regulation  specifically  states  that  "HUD 
shall  approve  the  IHA's  schedules  of  maximum  income  limits  unless  it  finds  that 
the  IHA's  determination  of  such  limits  is  arbitrary  or  capricious." 

Evidence  has  been  received  that  higher  income  limits  in  some  cases  are  not 
being  approved.  Therefore,  the  provision  would  be  revised  (a)  to  state  that 
IHAs  in  submitting  higher  income  limits  to  HUD  for  approval  may  furnish  a 
certification  that  private  (conventional,  FHA  or  VA)  or  Farmers  Home  Adminis- 
tration financing  is  not  available  to  the  prospective  tenants  or  homebuyers 
along  with  such  other  supporting  evidence  as  the  IHAs  deem  advisable  and  (b) 
to  eliminate  the  "arbitrary  and  capricious"  language  and  provide  a  new  standard 
for  HUD  field  offices  in  acting  up  on  an  IHA's  request.  The  new  standard  is  that 
HUD  shall  not  disapprove  such  income  limits  on  the  ground  of  their  being  too 
high  unless  it  finds  that  the  IHA  certification  is  incorrect. 
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46.  The  regulations  now  require  (§  805. 302(b) (2) (i))  the  adoption  by  an  IHA 
of  admission  pohcies  for  Rental,  MH  and  Turnke}"  III  Projects  designed  to 
achieve  occupancy  by  families  with  a  "broad  range  of  incomes  and  rent-paying 
abilitj'  which  is  generally  representative  of  the  range  of  incomes  of  low-income 
Indian  families  in  the  area."  These  provisions  would  be  amended  to  change  the 
standard  of  reference  to  ''range  of  income  of  low-income  Indian  families  in  the 
area,  as  determined  by  HUD,  who  would  be  qualified  for  admission  to  the  type 
of  project  (Rental  or  Mutual-Help)."  Thus,  in  the  case  of  a  ]\Iutual-Help  project, 
the  relevant  area  population  would  consist  of  only  those  families  who  would 
be  income-eligible  for  a  Mutual-Help  project,  taking  into  account  the  obligation 
to  pay  as  a  minimum  the  amount  of  the  Administration  Charge  and  to  provide 
maintenance  and  utilities.  A  similar  amendment  would  be  macle  in  §  805.302(1)) 
(2)(iv)  in  connection  with  the  requirement  for  at  least  20  percent  occupancy 
of  an  j\IH  project  by  those  of  verj^  low  income. 

Maintenance  and  improvements 

47.  Section  805.306(d)  presently  states,  with  respect  to  IHA  homeownership 
projects,  that  the  IHA  is  responsible  to  HUD  for  assuring  that  the  housing  is 
being  kept  in  decent,  safe  and  sanitary  condition.  In  response  to  concern  that  this 
does  not  sufficiently  express  the  responsibility  of  the  IHA,  bearing  in  mind  that 
the  obligation  to  provide  the  maintenance  is  on  the  homebuyer,  this  section  would 
be  amended  to  provide  that  the  IHA  has  the  overall  responsibility  for  assuring 
that  the  home  and  grounds  are  maintained  in  a  manner  that  will  preserve  their 
condition,  normal  wear  and  depreciation  excepted.  A  provision  would  also  be 
added  requiring  the  IHA  to  conduct  a  complete  interior  and  exterior  examination 
of  each  homo  at  least  once  a  year,  and  to  take  appropriate  remedial  action,  in- 
cluding steps  to  assure  performance  of  the  homebuyer's  obligations. 

48.  A  new  provision  which  would  have  requii-ed  that  any  improvements  to 
rental.  Turnkey  III  or  MH  units  must  be  performed  under  HUD-approved  plans 
and  specifications,  even  if  financed  by  non-project  funds,  and  has  not  been  in- 
cluded because  minor  improvements  by  homebuyers  would  be  delaj^ed  and  exces- 
sive paperwork  and  administrative  time  would  be  reciuired. 

Operating  subsidy  for  mutual-help  projects 

49.  Some  comments  requested  the  payment  of  operating  subsidies  to  assist 
homebuyers  in  paying  the  Administration  Charge  and  utilities  and  in  maintaining 
the  homes,  since  the  costs  of  these  items  have  increased  faster  than  the  incomes 
of  homebuyer  families.  It  is  felt  that  this  issue,  as  well  as  other  operating  policy 
issues,  should  be  deferred  until  consideration  has  been  given  to  the  recommenda- 
tions of  the  Counselor  to  the  Secretary  under  which  increased  responsil^ility  for 
operations  and  for  maintaining  the  financial  stabilitj'  of  projects  without  HUD 
operating  subsidy  would  be  placed  on  the  tribal  governments  and  their  IHAs. 
However,  to  provide  for  the  immediate  need  for  operating  subsidj''  for  items  for 
which  the  homebuj^er  is  not  responsible,  a  new  Section  805,311  would  be  added. 
In  addition  to  the  use  of  operating  sul)sidy  to  pay  for  Independent  rul)lic  Account- 
ant Audits,  operating  subsidy  could  be  authorized  to  pay  for  the  following: 

(a)   Administration  Charges  for  vacant  units  where  the  IHA  is  making  all 
reasonable  efforts  to  fill  the  vacancies. 

(6)   Collection  losses  due  to  delinquencies  of  homelmyers  who  have  vacated 
their  homes,  and  the  costs  of  repairs  to  the  vacant  homes. 

(c)   Costs  of  homeljuyer  coimseling  not  funded  under  the  Development  Cost 
Budget,  and  training  of  staff  and  Commissioners. 

{d)   Costs  resulting  from  other  unusual  circumstances  determined  by  HUD 

as  justifying  pa3'ment  of  operating  subsidy. 

Under  the  "unusual  circumstances"  provision,  it  is  the  intent  that  operating 

subsidy  presently  being  paid  for  existing  projects  will  ))e  contiTiued  to  the  extent 

othervvi.se  iustified.  H()wev(>r,  it  is  also  anticipated  that  each  IHA  will  update  the 

amount  of  the  Administration  Charge  in  accordance^  with  its  Operating  Budget. 

50.  Many  comments  pointed  out  that  although  the  Development  Cost  Budg- 
ets for  projects  develoj)(Ml  under  the  new  Regulation  ma}'  include  aii  amount  of 
$500  per  unit  for  homebuyer  counselling,  there  is  no  source  of  funds  for  homei)uyer 
counseling  witli  rcs|)('ct  to  the  occupants  of  the  old(>r  Mutual-Help  jirojects,  or 
for  training  of  IHA  staff  and  Commissioners,  Moreover,  these  are  ongoing  needs 
f<)r  which  "one-shot"  funding  from  development  cost  is  not  in  itself  sufficient. 
The  [)rovision  authoiiziiig  operating  subsidy  for  ongoing  training  and  counseling 
would  permit  payment  of  operating  subsidy  to  meet  these  ne(>ds. 


79 

Development  of  MH  projects 

51.  Unrestricted  land  (fee  land)  ma}^  Ijc  purchased  for  a  Mutual-IIelp  home- 
site  if  the  tribe  and  the  homel)uy(>r  cannot  donate  or  contribute  enough  usable 
sites.  Under  the  present  Regulation,  §  8()5.4()4(c),  the  maximum  amount  that 
may  be  paid  for  a  purchas(;d  site  is  $1,500  !)er  unit,  unless  the  excess  cost  is  paid 
for  by  non-projCCt  funds  or  is  compensated  for  by  additional  Alutual-IIfilp  contri- 
bution. In  view  of  rising  costs,  as  well  as  cost  differences  among  localiti(;s,  it  has 
))een  determined  thit  a  more  (h^.xiljle  ceiling  is  necessary.  Another  pr()l;l(un  with 
the  fiat  dollar  ceiling  is  that  it  fails  to  give  crecUt  for  those  cases  where  the  pur- 
chased site  happens  to  include  improvements  which  can  be  used  in  the  develop- 
ment of  the  projects  and  which  would  otherwise  have  to  be  provided  at  additional 
development  cost.  Accordingly,  §  805.404(c)  would  be  amended  in  three  respects: 

a.  The  ceiling  amount  for  an  unimproved  site  would  be  stated  as  8.75  percent 
of  the  estimated  Dwelling  Construction  and  Equipment  Cost  (DC&E  Cost).  This 
percentage  would  amount  to  approximately  $1,500  where  the  DC&E  Cost  is 
about  $17,000.  This  ceiling  could  be  exceeded  if  the  site  has  such  topographic 
features  that  offsetting  savings  will  be  achieved  through  lower  site  improvment 
costs. 

1).  In  case  of  an  improved  or  partially  improved  site,  the  purchase  price,  to- 
gether with  the  cost  of  further  site  improvements,  must  be  reasonable  in  relation 
to  the  estimated  DO&E  Cost  and  consistent  with  an  acceptable  Total  Develop- 
ment Cost. 

52.  In  order  to  reflect  increases  in  land  cost,  the  maximum  cost  for  a  homesite, 
below  which  an  appraisal  is  not  required,  has  been  raised  from  $500  to  $750,  and 
the  maximum  Mutua;  Help  credit  for  a  contributed  homesite  has  been  revised 
from  $1500  per  homesite  to  a  project  average  of  $1500  per  homesite.  (Section 
805.219(a);  805.408(c)(2)). 

53.  Section  806.404(e)  would  provide  that  after  final  site  approval  a  change  of 
site  shall  not  be  permitted  except  with  specific  HUD  approval  on  the  basis  of  a 
showing  of  special  circumstances  and  that  the  change  will  not  unreasonably  delay 
or  add  to  the  cost  of  the  project. 

54.  Section  805.404(f)  requires  that  contributed  or  donated  land  be  leased  or 
conveyed  to  the  IHA  before  execution  of  the  construction  contract.  This  section 
would  be  amended  to  provide  for  exception  as  allowed  by  HUD. 

55.  Section  805.404(g)  would  provide  that  the  IHA  shall  be  responsible  for 
determining  the  extent  to  which  homebuyers  be  given  an  opportunity  to  comment 
on  the  planning  and  design  of  the  homes,  consistent  with  HUD  standards  and  cost 
limitations. 

Admission  to  MH  projects 

56.  A  new  §  805.406(a)  (2)  which  would  have  required  that  a  family  to  be 
eligible  for  a  MH  project  must  have  at  least  one  person  (not  counting  minors) 
who  is  not  yet  either  sixty-two  years  of  age  or  disabled  was  considered  on  the  basis 
that  this  would  help  assure  the  abilit}^  to  maintain  the  property.  This  section  was 
withdrawn,  however,  based  upon  coniments  that  such  a  section  would  adversely 
affect  elderly  famil}'  applicants  and  would  not  necessarily  assure  maintenance. 

57.  Section  805.406  (b),  which  states  the  requirement  for  hmiting  admission 
to  MH  projects  to  families  able  and  willing  to  meet  all  obligations  under  an  ]\IHO 
Agreement,  would  be  amended  to  refer  specifically  to  the  ]MH  homebuyer's  duty  to 
perform  or  provide  the  necessarj'  maintenance. 

Homehuyer  accounts 

58.  Section  805.409(a)  would  be  amended  to  clarify  the  treatment  of  ]MH 
contri})ution  credits  after  a  sul^stitution.  In  particular  the  amendment  would 
provide  that  any  additional  ]\IH  credit  after  a  substitution  must  be  offset  by  an 
agreed  reduction  in  the  amount  paid  to  the  contractor.  The  additional  credit 
cannot  be  covered  by  an  increase  in  the  total  contract  price  included  in  develop- 
ment cost. 

59.  Section  805.414  would  be  amended  to  clarify  the  treatment  on  termination 
of  ]\1II  credits  for  contributed  land  w^here  the  terminated  homebuyer  does  not 
receive  reim.bursement  or  return  of  property. 

00.  Sections  805.418(a)  (2)  (ii)  and  (b)  and  805.421(c)(4)  would  be  amended  to 
allow  charges  to  be  made  to  an  MH  homebuyer's  equity  account  if  necessary 
for  the  correction  of  a  condition  which  presents  an  immediate  risk  of  serious 
damage  to  the  property. 
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Mutual-help — Required  monthly  'payments 

61.  Under  §  805.416(a)  of  the  present  Regulations,  a  homebiiyer  is  required  to 
pay  the  higher  of  (a)  the  Administration  Charge,  the  amount  necessary  to  meet 
per  unit  monthly  operating  expense  of  the  IHA,  or  (b)  25  percent  of  the  family's 
adjusted  income  ("Family  Income"),  less  an  allowance  for  utilities.  If  a  family 
pays  more  than  the  Administrative  charge,  the  family  gets  individual  equity 
credit  for  the  additional  amount.  Comments  to  the  Department  have  indicated  a 
need  for  more  flexibilitj^  by  permitting  the  use  of  a  lower  percentage  than  25  per- 
cent and  by  permitting  a  ceiling  for  those  homebuj^ers  of  relatively  high  income. 
In  response  to  these  comments  §  805.416(a)  would  be  amended  to  provide  that, 
except  as  necessary  to  meet  the  Administrative  Charge,  the  amount  of  the 
Required  Monthly  rayment  shall  be  computed  by  multiplying  Family  Income  by 
a  specified  percentage  (no  less  than  15  percent  and  no  more  than  25  percent).  In 
addition,  an  IHA  may  provide  for  a  maximum  Required  Monthly  Payment  of  not 
less  than  the  economic  rent  (Administration  Charge  plus  debt  service). 

62.  Section?  805.416(b)  and  (d)  would  be  amended  to  provide  for  changes  of 
Required  Monthly  Payments  under  a  HUD-approved  schedule  to  reflect  changes 
in  any  of  the  factors  affecting  computation  of  the  monthly  payment. 

63.  The  new  rules  for  determination  of  Required  Monthly  Payments  would  be 
applicable  only  to  MH  projects  placed  under  ACC  on  or  after  March  9,  1976. 
These  rules  would  not  apply  to  existing  projects  unless  they  are  converted  to 
development  or  operation  under  the  new  regulations. 

64.  A  new  provit-ion,  §  805.416(d)(2),  is  added  to  permit  agreements  to  be  made 
with  homebuyers  for  seasonably  adjusted  payments  schedules  in  order  to  accom- 
modate wide  fluctuations  in  a  paj^ments  burden  due  to  seasonal  conditions. 

MH  operating  reserve 

65.  Section  805.420(a)  would  be  amended  to  provide  that  the  Operating  Reserve 
for  an  MH  project  must  be  sufficient  for  working  capital  and  other  HUD-approved 
purposes. 

Purchase  of  home 

66.  Section  805.442(c)  (2)  and  (3)  would  be  amended  to  provide  a  simplified 
and  uniform  procedure  for  computation  of  the  purchase  price  for  an  MH  home- 
buyer  other  than  the  homebuyer  who  first  occupies  an  MH  home. 

67.  Section  805.422(d)(4)  would  be  amended  to  specify  that  the  home  may  not 
be  conveyed  until  the  homebuyer  has  met  all  his  obligations  under  the  Mutual- 
Help  Agreement. 

68.  Sections  805.422(d)(5)  and  805.423(d)  would  be  amended  to  state  the  IHA's 
obligation  to  invest,  and  later  to  send  to  HUD,  the  purchase  monies  received  by 
the  IHA. 

69.  Section  805.422(a)  and  (e)  would  be  amended  to  delete  any  requirement  for 
a  homebuyer  to  take  title  when  his  income  increases,  although  the  homebuyer  does 
have  the  right  if  he  so  desires  to  obtain  title  with  IHA  homeownership  financing 
(see  §  805.423).  Under  the  new  text  of  §  805.422(e),  when  the  IHA  finds  that  a 
homebuyer  is  eligible  to  purchase  with  IHA  homeownership  financing,  it  will  send 
him  a  written  notification  to  that  effect.  This  notification  will  also  advise  the  home- 
buyer  that  until  he  purchases  the  home,  his  status  will  be  governed  by  §  805.422 
(e)  (2).  Under  this  provision,  the  homebuyer  will  continue  to  make  payments  based 
upon  his  income,  equity  credits  will  continue  to  build  up,  but  the  purchase  price 
will  be  frozen  at  the  amount  as  of  the  date  of  the  written  notification. 

70.  Section  805.424(f)  would  be  added  to  state  the  IHA's  obligation  to  take 
action  for  non-com.pliance  by  a  homebuyer  with  the  IMutual-Help  Agreement,  and 
to^  require  adoption  of  an  agieed  plan  for  bringing  a  homebuyer  into  compliance. 
Where  a  homebuyer  does  not  comply  with  the  plan,  the  IHA  is  required  to  proceed 
with  eviction. 

Settlement  upon  termination — Maintenance  credit  account 

71.  Under  the  present  Regulation.  §  805.424(d)  (3)  provides  that  in  case  ol 
termination  of  the  MHO  Agreement  before  acquisition  of  ownership,  any  credit 
b.-datice  in  the  Monthly  Equity  Payments  Account  (MEPA)  shall  be  disposed  of 
(after  making  all  the  necessar}'  charges  for  repairs,  etc.)  by  paying  to  the  departing 
h()mel)uyer  only  the  amount  that  is  equal  to  his  total  Maintenance  Credit.  This 
system  has  recjuired  that  a  special  Maintenance  Credit  account  be  carried  for  each 
homebuyer  to  show  the  estimated  value  of  the  maintenance  he  is  required  under 
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the  present  Regulation  to  provide.  Comments  have  iiiflicated  that  this  adds  to  the 
complexity  of  bookkeeping  and  it  has  been  urged  that  since  the  Maintenance 
Credit  account  serves  no  function  under  any  other  circunjstances,  it  should  be 
eliminated.  In  recognition  of  the  ne(!d  for  simplifying  the  program  as  much  as 
possible,  the  Regulation  would  be  amended  by  deleting  the  Maintenance  Credit 
account  and  authorizing  payment  to  a  departing  homebuyer  of  the  amount  re- 
maining in  the  MEPA  Account  after  charging  that  account  with  the  cost  of  all 
necessary  repairs  to  the  home  and  other  delinquencies,  if  any. 

Conversion 

72.  Section  805.428(b)  would  l^e  amended  to  state  the  form  of  agreement  by 
a  Participant  in  the  old  Mutual-Help  Program  (before  March  9,  1976)  to  convert 
his  unit  to  the  new  Mutual-Help  system. 

A  finding  of  inapplicability  regarding  the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance  with  HUD  procedures.  A  copy  of  this 
finding  of  inapplicability  will  be  availal)le  for  public  inspection  during  regulai- 
business  hours  at  the  office  of  the  Rules  Docket  Clerk  at  the  above  address. 

Accordingly,  it  is  proposed  to  amend  Part  805  as  follows: 

Subpart  A — General 

Sec. 

805.101  Applicability  and  scope. 

805.102  Definitions. 

805.103  Types  of  low  income  housing  projects. 

805.104  Assistance  from  Indian  Health  Service  and  Bureau  of  Indian  Affairs. 

805.105  Applicability  of  civil  rights  statutes. 

805.106  Preferences,  opportunities,  and  non  discrimination  in  employment  and  contracting. 

805.107  Compliance  with  other  Federal  requirements. 

805.108  Establishment  of  IHAs  pursuant  to  Tribal  law  or  State  law. 

805.109  Procedures  for  estabUshment  of  IHAs  by  Tribal  ordinance. 

805.110  IHA  Commissioners  who  are  tenants  or  homebuyers. 
Appendix  I— Tribal  Ordinance. 

Subpart  B — Development 

805.201  Definitions. 

805.202  Role^  and  responsibihties  of  Federal  agencies. 

805.203  Production  methods. 

805.204  Indian  preference  in  contracting. 

805.205  Allocations  of  contract  authority. 

805.206  Submission  and  HUD  review  of  application  for  Program  Reservation. 

805.207  Prerequisites  for  application  approval. 

805.208  Interagency  and  Tribal  Coordination. 

805.209  Preliminary  loans. 

805.210  Development  program. 

805.211  Contracts  in  connection  with  development. 

805 .212  HUD'smini mum  property  standards . 

805.213  Prototype  costs  in  Indian  areas. 

805.214  Development  cost. 

805.215  Design  for  economy  in  fuel  consumption. 

805.216  Site  selection. 

805.217  Site  approval. 

805.218  Types  of  interest  in  land. 

805.219  Appraisals. 

805.220  Financial  feasibility  of  rental  projects. 

805.221  Construction  inspection. 

805.222  Inspections  after  acceptance  and  enforcement  of  warranties. 

805.223  Cost  to  correct  deficiencies. 

Appendix  I— Interdepartmental  Agreement  on  Indian  Housing.  Exhibit  to  Agreement— BIA  Homebuyer 
Training  Program. 

Subpart  C — Operation 

805.301  Definitions. 

805.302  Admission  policies. 

805.303  Grievance  procedures. 

805.304  Determination  of  rents  and  homebuyer  payments. 

805.305  Rent  and  homebuyer  payment  collection  policy. 

805.306  Maintenance. 

805.307  Procurement  and  administration  of  supplies,  materials  and  equipment, 

805.308  Correction  of  management  defieiencies. 

805.309  Indian  preference  in  contracting. 

805.310  Contracts  for  personal  services. 

805.311  Operating  Subsidy— MH  Projects. 

805.312  Operating  Subsidy— Other  Projects. 
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Subpart  D — Mutual  Help  Homeownership  Opportunity  Program 

SOi.401  Scope  and  applicability. 

Ki.5.402  Definitions. 

805.403  Contractual  framework. 

805.404  Special  provisions  for  development  of  an  :MH  Project. 
8a5.40.i  F'inancins  of  development  cost. 

805.406  Selection  of  MH  homebuyers. 

805.407  Notifications  to  applicant  families. 

805.408  MH  contribution. 

811'. 409  yiH.  contriDutions  in  event  of  substitution  of  homebuyer. 

805.410  MH  work  contribution. 

805.411  Cash  contribution. 

805.412  Materials  or  equipment  contribution. 

805.413  Special  requirements  for  NH  constniction  contracts. 

805.414  Disposition  of  contributions  on  termination  before  date  of  cocupancy. 

805.415  Actions  upon  completion;  commencement  of  occupancy. 

805.416  Required  monthly  payments. 

80.5.417  Inspections;  responsibility  for  items  covered  by  warranty. 

8a5.418  Maintenance,  utilities,  and  use  of  home. 

805.419  Administration  charge  and  operating  expense. 

805.420  Operating  reserve. 

805.421  Homebuyer  reserves  and  accounts. 

805.422  Purchase  of  home. 

805.423  IHA  homeownership  financing. 

805.424  Termination  of  MHO  agreement. 

805.425  Succession  upon  death,  mental  incapacity  or  abandonment. 

805.426  Miscellaneous. 

805.427  Annual  contributions  contract. 

805.428  Conversion  of  existing  projects. 

805.429  Counseling  of  homebuyers. 

805.430  Cross  references  to  defined  terms. 

Authority:  Section  7(.d),  Department  of  Housing  and  Urban  Development  Act  (42  U.S.C.  353o(d)); 
sections  201(b)  and  203  of  the  Housing  and  Comnmnitv  Development  Act  of  1974  (42  U.S.C.  1437,  note  and 
1437f,  note);  U.S.  Housing  Act  of  1937  (42  U.S.C.  1437  et  seq.),  especially  sections  5(b),  5(c),  and  5(h)  (42 
U.S.C.  1437c(b),  1437c(b),  and  1436c(h)). 

Subpart  A — General 

§805.101    Applicability  and  scope. 

{a)  General.  (1)  Under  the  U.S.  Housing  Act  of  1937  (42  U.S.C.  1437  et  seq.), 
the  U.S.  Department  of  Housing  and  Urban  Development  provides  financial  and 
technical  assistance  to  public  housing  agencies  for  the  development  and  operation 
of  low  income  housing  projects.  This  Part  is  applicable  to  such  projects  which  are 
developed  or  operated  by  an  Indian  Housing  Authoritj^  in  the  area  within  which 
such  Indian  Housing  Authority  is  authorized  to  operate. 

(2)  If  assistance  under  this  Part  is  not  available  to  a  low  income  Indian  family 
l)ecause  the  family  desires  housing  in  an  area  within  which  no  Indian  Housing 
Authority  is  authorized  to  provide  housing,  or  if  for  any  other  reason  an  Indian 
family  desires  housing  assistance  other  than  under  this  Part,  a  family  may  seek 
housing  assistance  under  other  Parts  of  this  Chapter. 

(b)  Other  HUD  regulations  and  requirements.  The  provisions  of  this  Part  do  not 
constitute  a  self-contained  or  complete  statement  of  the  HUD  regulations  and 
requirements  affecting  the  development  or  operation  of  low  income  housing 
Projects  of  Indian  Housing  Authorities.  Except  as  modified  or  supplemented  by  the 
provisions  of  this  Part,  HUD  regulations,  procedures  and  requirements  generally 
applical)le  to  the  development  or  operation  of  low  income  housing  are  applicable 
to  J*rojects  subject  to  this  Part. 

§805.102    Definitions. 

This  section  sets  forth  certain  definitions  of  terms  used  in  this  Part.  Definitions 
of  other  terms  are  contained  in  various  sections  where  the  terms  are  used.  For  a 
list  of  cross  references  to  the  location  of  the  various  definitions,  see  805.430. 

ACC.  An  Annual  Conlrihulions  Contract. 

Act.  The  U.S.  Housing  Act  of  1937  (42  U.S.C.  1437  et  seq.). 

Annual  Conlrihulions  Contract.  A  contract  on  a  form  ])rescril)ed  by  HUD 
for  loans  and  annual  contributions  between  HUD  and  an  IHA,  under  which  HUD 
finances  the  development  of  a  low  income  housing  jMoject  under  the  Act,  and  the 
IHA  agrees  to  devek)))  and  operate  the  project  in  com|)liance  with  all  provisions 
of  th(;  A('C  and  the  Act,  and  all  HUD  regulations,  requirements  and  procedures 
pursuant  thereto.  The  amount  charged  against  contract  authority  is  the  maxi- 
mum contribution  payable  under  the  ACC'  (iMaximum  Contril)Ution  Percentage 
times  .Maximum  DcveloiJiucnt  Cost),  and  this  amount  multiplicHl  by  the  maxi- 
mum miml)cr  of  di-i^t  service  annual  contributions  over  the  term  of  the  ACC  is  the 
amount  charged  against  budget  authority. 
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BIA.  The  Buroau  of  Indian  AfTairs  in  the  I)e])artmont  of  the  Interior. 

Construclion  Contracl.  The  contract  for  construction  of  the  case  of  tlie  Conven- 
tional method,  or  the  Contract  of  Sale  in  the  case  of  the  Turnkey  method. 

Conversion.  A  conversion  of  an  Existing  Project  in  accordance  with  §  80"). 428. 

Development  Cost.  See  Total  Development  Cost. 

Development  Program.  A  statement  of  the  basic  elements  of  a  Project,  including 
the  estimated  Total  Development  Cost  of  the  Project,  as  adopted  by  the  IHA 
and  approved  by  HUD. 

Existing  Project.  A  ^Mutual  Help  Project  placed  under  ACC  before  March  9, 
1976,  the  effective  date  of  this  Part. 

Home.  A  dwelling  unit  covered  by  a  Homebuyer's  Mutual  Help  and  Occupancy 
Agreement. 

Homebuyer.  A  person (s)  who  has  executed  a  ^Mutual  Help  and  Occupancy  Agree- 
ment with  the  IHA,  and  who  has  not  yet  achieved  homeownership. 

Horneowtier.  A  Homeowner  who  has  achieved  ownership  of  his  Home. 

HUD.  The  Department  of  Housing  and  Urban  Development,  including  the 
Regional,  Area  or  Insuring  Office  which  has  been  delegated  authority  under  the 
Act  to  perform  functions  pertaining  to  this  Part  for  the  area  in  which  the  IHA 
is  located. 

IHA.  An  Indian  Housing  Authority. 

IHA  Homeownership  Financing.  IHA  financing  for  purchase  of  a  Home  by  an 
eligible  Homebuyer  who  gives  the  IHA  a  Promissory  Note  and  Mortgage  for  the 
balance  of  the  purchase  price  (see  section  805.423). 

IHS.  The  Indian  Health  Service  in  the  Department  of  Health,  Education, 
and  Welfare. 

Indian.  Any  person  recognized  as  being  an  Indian  or  Alaska  Native  by  a 
tribe,  the  Government,  or  any  state. 

Indian  Area.  The  area  within  which  an  IHA  is  authorized  to  provide  housing. 

Indian  Housing  Authority.  A  public  housing  agency  established  (a)  by  exercise 
of  a  tribe's  powers  of  self-government  independent  of  state  law,  or  (h)  by  operation 
of  state  law  providing  specifically  for  housing  authorities  for  Indians. 

Interdepartmental  Agreement.  The  agreement  among  HUD,  the  Department  of 
Health,  Education  and  Welfare  and  the  Department  of  the  Interior  concerning 
assistance  to  Projects  developed  and  operated  under  the  Act  (Appendix  I  to 
Subpart  B). 

MEPA.  The  Monthly  Equity  Payments  Account  (see  §  80o.421(b)(l)). 

MH.  IMutual  Help. 

MH  Construction  Contract.  A  Construction  Contract  for  an  MH  Project  where 
an  INIH  contribution  of  work,  materials  or  equipment  is  to  be  made,  which  contract 
shall  be  on  a  form  prescribed  by  HUD. 

MH  Contribution.  A  contribution  of  land,  work,  cash,  materials  or  equipment 
toward  the  Development  Cost  of  a  Project  in  accordance  with  a  Homebeuyr's 
MHO  Agreement,  credit  for  vv'hich  is  to  be  used  toward  purchase  of  a  Home  unless 
used  earlier  to  pay  for  maintenance  or  other  ol^ligations  of  the  Homebuyer. 

MHO  Agreement.  A  Mutual  Help  and  Occupancy  Agreement  between  an  IHA 
and  a  Homebuyer. 

MH  Program.  The  Mutual  Help  Homeownership  Opportunity  Program. 

MH  Project.  A  Project  developed  and  operated  under  the  MH  Program. 

Program  Reservation.  A  written  notification  hj  HUD  to  an  IHA,  which  is  not  a 
legal  obligation,  but  which  expresses  HUD's  determination,  subject  to  fulfillment 
by  an  IHA  of  all  legal  and  administrative  requirements  within  a  stated  time,  to 
enter  into  a  new  or  am.ended  Preliminary  Loan  Contract  or  ACC  covering  the 
stated  number  of  housing  units,  or  such  lesser  number  as  is  consistent  with  the 
amount  of  contract  and  budget  authorit}^  reserved  by  HUD  under  the  Program 
Reservation. 

Project.  The  entire  undertaking  to  provide  housing  as  identified  in  the  ACC 
involved,  including  all  real  or  personal  property",  funds  and  reserves,  rights,  inter- 
ests and  obligations,  and  activities  related  thereto  to  be  developed  and  operated 
by  an  IHA. 

Total  Development  Cost.  The  sum  of  all  HUD-approved  costs  for  a  Project 
incurred  by  an  IHA  in  any  and  all  undertakings  necessary  for  planning,  site 
acquisition,  demolition,  construction  or  equipment  and  their  necessary  financing 
(including  the  paj'ment  of  carrying  charges),  and  in  otherwise  carrying  out  the 
development  of  the  Project. 

Tribe.  An  Indian  tribe,  band,  pueblo,  group  or  community  of  Indians  or  Alaska 
Natives. 
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§805.103    Types  of  low  income  housing  projects. 

IHAs  may  develop  the  following  types  of  Projects: 

(a)  Rental.  In  a  Rental  Project,  the  occupants  are  month-to-month  tenants  of 
the  IHA.  Projects  may  be  developed  w^ith  single  family  detached,  duplex,  row 
house,  walk-up,  garden  type,  or  elevator  structures.  Projects  for  the  elderly  and 
the  handicapped  may  include  congregate  housing. 

(b)  Mutual  Help  Homeownershiy  Opportunity.  This  program  (see  Subpart  D)  is 
available  only  for  use  by  IHAs  eligible  for  assistance  under  this  Part.  Under  this 
program,  a  Homebuyer  enters  into  an  MHO  Agreement  under  which  the  Home- 
buyer  agrees  to  (1)  contribute  cash,  work,  land,  materials,  or  equipment,  or  a 
combination  thereof,  for  development  of  the  Project;  (2)  make  monthly  payments 
based  on  income;  and  (3)  provide  all  maintenance  of  the  Home.  In  return,  the 
initial  purchase  price  of  the  Home  is  reduced  each  month  in  accordance  with 
a  predetermined  purchase  price  schedule,  and  the  Homebuyer  is  given  the  right 
to  buy  the  Home  by  payment  of  the  remaining  balance  of  the  purchase  price  at  the 
time  of  t-tie  purchase.  The  credit  for  the  Homebuyer's  contribution  is  available  for 
maintenance  of  the  Home,  and  an}^  balance  is  applied  against  the  purchase  price 
of  the  Home. 

(c)  Section  8  Housing  Assistance  Payments.  The  regulations  for  this  program  are 
set  forth  in  Parts  880,  881,  882,  and  883  of  this  Chapter.  Under  this  program,  a  low 
income  family  leases  a  dwelling  unit  in  newlj^  constructed,  substantially  rehabi- 
litated or  existing  housing.  Housing  assistance  payments  are  made  on  behalf  of  the 
famih'  to  cover  the  difference  between  the  contract  rent  of  the  unit  and  the  amount 
payable  by  the  family,  as  determined  in  accordance  with  schedules  and  criteria 
established  by  HUD.  This  program  may  include  rental  and  cooperative  projects, 
including  housing  for  the  elderly  or  handicapped  and  congregate  housing,  and 
homeownership  opportunity  housing  (see  Section  8(c)(8)  of  the  Act). 

§  805.104    Assistance  from  Indian  Health  Service  and  Bureau  of  Indian  Aflfairs. 

Projects  undertaken  by  IHAs  of  Federally  Recognized  Tribes  shall  be  developed 
and  operated  in  accordance  with  the  provisions  of  the  Interdepartmental  Agree- 
ment. "Federally  Recognized  Tribe"  means  a  tribe  recognized  as  eligible  for 
services  from  BIA  or  IHS.  Since  HUD  assistance  under  this  Part  is  not  limited 
to  IHAs  of  Federally  Recognized  Tribes,  provisions  in  this  Part  relating  to  as- 
sistance from  BIA  or  IHS,  or  to  required  approvals,  actions  or  determinations  by 
these  agencies  in  connection  with  such  assistance,  shall  be  constructed  as  appli- 
cable only  to  Projects  undertaken  by  IHAs  of  Federally  Recognized  Tribes. 

§805.105    Applicability  of  civil  rights  statutes. 

(a)  Indian  Civil  Rights  Act.  The  Indian  Civil  Rights  Act  (Title  II  of  the  Civil 
Rights  Act  of  1968,  25  U.S.C.  1301-03)  provides,  among  other  things,  that  no 
Indian  tribe  in  exercising  power  of  self-government  shall  deny  due  process  or  the 
equal  protection  of  its  laws  to  any  person  within  its  jurisdiction.  The  Indian  Civil 
Rights  Act  applies  to  tribes  which  exercise  powers  of  self-government.  Thus,  it  is 
applicable  in  all  cases  when  an  IHA  has  been  established  by  exercise  of  such  powers. 
In  the  case  of  an  IHA  established  pursuant  to  state  law,  the  capacity  of  the  tribe 
to  exercise  powers  of  self-government  and  the  applicability  of  the  Indian  Civil 
Rights  Act  shall  be  determined  by  HUD  on  a  case-by-case  basis.  Projects  of 
IHAs  subject  to  the  Indian  Civil  Rights  Act  shall  be  developed  and  operated  in 
compliance  with  its  provisions  and  all  HUD  requirements  thereunder. 

(b)  Non-applicability  of  Title  VI  and  Title  VIII.  Title  VI  of  the  Civil  Rights 
Act  of  1904  (42  U.S.C.  2000d-2000d-4),  which  prohibits  discrimination  on  the 
basis  of  race,  color  or  national  origin  in  federallv  assisted  programs,  and  Title  VIII 
of  the  (^ivil  Rights  Act  of  19()8  as  amended  (42  U.S.C.  3601  et  seq.),  which  prohibits 
<li>cTimination  based  on  race,  color,  religion,  sex  or  national  origin  in  the  sale  or 
rental  of  housing,  do  not  api)ly  to  IHAs  established  by  exercise  of  a  tribe's  powers 
of  self-government.  HUD  regulations  implementing  Title  VI  and  Title  VlII  shall 
not  be  applicable  to  d(;velopment  or  operation  of  Projects  by  such  IHAs.  In  tl  e 
case  of  an  IHA  established  pursuant  to  state  law,  the  question  of  ap])licability 
of  Title  VI  and  Title  \'III  shall  be  determincMl  by  HUD  on  a  case-by-case  basis. 

§80.').106    Preferences,  opportunities,  and  nondiscrimination  in  employment  and 
contracting. 

(•a)  Indian  StlJ-lJetenni nation  and  J'jhiralion  Assistance  Act  (preference  for 
Indians).  HUD  has  determiiiod  that  the  Projects  under  this  Part  are  subject  to 
Section  7(b)  of  the  Indian  Self- Determination  and  I^ducation  Assistance  Act 
(2.')  U.S.C.  450e(b)),  which  retinires  that,  to  the  greatest  extent  feasible:  (1)  Pref- 
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erenco  and  opportunitios  for  tiaining  and  omploymcmt  shall  1)0  givon  to  Indians, 
and  (2)  preference  in  the  award  of  contracts  and  siii)Contracts  shall  he  given  to 
Indian  Organizations  and  Indian-owned  Economic  Enterprises.  ''Indian  Organi- 
zations and  Indian-owned  Economic  Enterprises"  include  l)oth:  (1)  Any  "economic 
enterprise"  as  defined  in  Section  3(e)  of  the  Indian  Financing  Act  of  1974  (Pub.  L. 
93-262);  that  is  "any  Indian-owned  commercial,  industrial,  or  business  activity 
established  or  organized  for  the  purpose  of  profit:  Provided,  that  such  Indian 
ownership  shall  constitute  not  less  than  51  percent  of  the  enterprise,  and  (2)  any 
"tribal  organization"  as  defined  in  section  4(c)  of  the  Indian  Self-Deteimination 
and  Ji^ducation  Assistance  Act  (Pub.  L.  93-63S) ;  that  is:  "the  recognized  governing 
body  of  any  Indian  tribe;  any  legally  established  organization  of  Indians  which 
is  controlled,  sanctioned  or  chartered  by  such  governing  body  or  which  is  demo- 
cratically elected  bj-  the  adult  members  of  the  Indian  Community  to  be  served 
by  such  organization  and  which  includes  the  maximum  participation  of  Indians 
in  all  phases  of  its  activities  *  *  *." 

(b)  Executive  Order  11246  {equal  employment  opportunity).  (1)  Contracts  for 
construction  w^ork  in  connection  with  Projects  under  this  Part  are  subject  to 
Executive  Order  11246  (30  FR  12319),  as  amended  bv  Executive  Order  11375 
(32  FR  14303),  and  applicable  implementing  regulations  (24  CFR  Part  130; 
41  CFR,  Chapter  60),  rules,  and  orders  of  HUD  and  the  Office  of  Federal  Contract 
Compliance  Programs  of  the  Department  of  Labor.  Executive  Order  11246 
prohibits  discrimination  and  requires  affirmative  action  to  ensure  that  employees 
or  applicants  for  employment  are  treated  without  regard  to  their  race,  color, 
religion,  sex,  or  national  origin. 

(2)  Compliance  with  Executive  Order  11246,  and  related  regulations,  orders 
and  requirements  shall  be  to  the  maximum  extent  consistent  with,  but  not  in 
derogation  of,  compliance  with  Section  7(b)  of  the  Indian  Self-Determination 
and  Education  Assistance  Act. 

(c)  IHA's  Own  Employment  Practices.  Each  IHA  shall  adopt  and  promulgate 
regulations  with  respect  to  the  IHA's  own  employment  practices  which  shall  be 
in  compliance  with  its  obligations  under  Section  7(b)  of  the  Indian  Self-Determi- 
nation and  Education  Assistance  Act,  and  Executive  Order  11246,  where  appli- 
cable. A  copy  of  these  regulations  shall  be  posted  in  the  IHA  office,  and  a  copy 
>hall  be  submitted  to  HUD  promptly  after  adoption  bv  the  IHA.  'Title  VII  of 
the  Civil  Rights  Act  of  1964  (42  U.S.C.  2000e),  as  amended,  which  prohibits 
discrimination  in  employment  by  making  it  unlawful  for  employers  to  engage  in 
certain  discriminatory  practices,  excludes  Indian  tribes  from  the  nondiscrimina- 
tion requirements  of  Title  VII.) 

§805.107    Compliance  with  other  Federal  requirements. 

(a)  National  Environmental  Policy  Act.  Projects  shall  be  developed  in  compliance 
with  the  National  Environmental  Policy  Act  (42  U.S.C.  4321  et  seq.)  and  all 
requirements  thereunder. 

(b)  Clean  Air  Act  and  Federal  Water  Pollution  Control  Act.  Projects  shall  be 
developed  in  compliance  with  the  Clean  Air  Act  (42  U.S.C.  1857  et  seq.)  and  t,he 
Federal  Water  Pollution  Control  Act  (33  U.S.C.  1151  et  seq.)  and  all  requirements 
thereunder. 

(c)  Davis-Bacon  Wage  Rates  for  Laborers  and  Mechanics.  Not  less  than  the 
wages  prevailing  in  the  locality,  as  predetermined  by  the  Secretary  of  Labor 
pursuant  to  the  Davis-Bacon  Act  (40  U.S.C.  276a  through  276a-5),  shall  be  paid 
to  all  laborers  and  mechanics  employed  in  the  development  of  a  Project. 

(d)  Professional  and  Technical  Wage  Rates.  Not  less  than  the  wages  prevailing 
in  the  locality,  as  determined  or  adopted  (subsequent  to  a  determination  under 
applicable  state  or  local  law)  by  HUD,  shall  be  paid  to  all  architects,  technical 
engineers,  draftsmen  and  technicians  employed  in  the  development  of  a  Project. 

^e)  Uniform  Relocation  Assistance  and  Real  Property  Acquisition  Policies  Act  of 
1070  and  Expenses  of  Temporary  Relocation.  (1)  When  a  Project  is  developed  by 
an  IHA  established  in  accordance  with  §  805.108(a),  the  Uniform  Relocation 
Assistance  and  Real  Property  Acquisition  Policies  Act  of  1970  ("Uniform  Act") 
(42  U.S.C.  4601  et  seq.)  does  not  apply,  because  such  an  IHA  is  not  a  "State 
agenc}'"  covered  by  the  Uniform  Act. 

(2)  When  a  Project  is  developed  by  an  IHA  established  in  accordance  with 
§  SOo.lOSfb),  the  Project  shall  be  developed  in  compliance  with  the  Uniform  Act 
and  HUD  policies  and  requirements  thereunder  (24  CFR,  Part  42). 

(3)  In  the  case  of  both  (1)  and  (2),  Development  Cost  may  include  the  reason- 
able moving  costs  for  a  family  which  is  moved  from  a  Project  site  during  construc- 
tion and  is  returned  to  the  site  after  completion. 
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§805.108    Establishment  of  IHAs  pursuant  to  Tribal  law  or  State  law. 

An  IHA  may  be  established  either: 

(a)  By  a  tribal  ordinace  enacted  by  exerci&e  of  a  tribe's  powers  of  self-govern- 
ment independent  of  state  law,  creating  an  IHA  with  all  necessary  legal  powers  to 
carry  out  low  income  housing  projects  for  Indians,  which  IHA  shall  be  established 
in  accordance  with  §  805.109;  or 

(b)  Pursuant  to  a  state  law  which  provides  for  the  establishment  of  IHAs 
with  all  necessary  legal  powers  to  carry  out  low  income  housing  projects  for 
Indians. 

§  805.109    Procedures  for  establishment  of  IHAs  by  Tribal  ordinance. 

(a)  Applicability.  This  section  shall  be  applicaljle  only  when  an  IHA  is  estab- 
lished by  exercise  of  a  tribe's  powers  as  described  in  §  805. 108(a). 

(b)  Legal  Capacity  of  Tribe  to  Establish  IHA.  V\'here  an  Indian  tribe  has  govern- 
mental police  power  to  promote  the  general  welfare,  including  the  power  to  create 
a  housing  authorit}^  an  IHA  may  be  established  by  tribal  ordinance  enacted  l^y  the 
governing  body  of  the  tribe. 

(c)  Approval  or  Review  of  Ordinance  by  the  Department  of  the  Interior.  HUD  shall 
not  enter  into  an  undertaking  for  assistance  to  an  IHA  formed  by  tribal  ordinance 
unless  such  ordinance  has  been  submitted  to  HUD,  accompanied  by  evidence  that 
the  tribe's  enactment  of  the  ordinance  either  has  been  approved  by  the  Department 
of  the  Interior  or  has  l^een  reviewed  and  not  objected  to  by  that  Department. 

(d)  Foryn  of  Ordinance.  The  form  of  tribal  ordinance  shown  as  Appendix  I 
to  this  SulDpart  A  shall  be  used  for  the  establishment  of  IHAs  by  tribal  ordinance 
on  and  after  March  9,  197G,  the  effective  date  of  this  Part.  No  substantive  change 
may  be  made  in  the  form  of  tribal  ordinance  except  as  indicated  by  footnotes  in 
Appendix  1  or  with  specific  written  approval  from  HUD. 

(e)  Amendment  of  Ordinance  Previously  Enacted.  Tribal  ordinances  enacted 
prior  to  the  effective  date  of  this  part,  which  do  not  conform  to  the  required  pro- 
visions of  the  form  of  ordinance  set  out  as  Appendix  I,  shall  be  amended  to  con- 
form thereto  as  soon  as  possible.  Beginning  January  1,  1977,  no  contract  or  amend- 
ment providing  any  additional  commitment  for  HUD  financial  assistance  shall  be 
entered  into  unless  such  conforming  amendments  have  Ijeen  enacted. 

(f)  Submissio7i  to  II UD  of  Documents  Establishing  IHA.  The  tribal  ordinance, 
evidence  of  Department  of  the  interior  approval  or  review,  and  the  following 
documentation  relating  to  the  initial  organization  of  the  IHA,  in  the  form  pie- 
scribed  by  HUD,  shall  be  submitted  to  HUD  prior  to  or  with  any  application  for 
financial  assistance: 

(1)  Certificate  of  appointment  of  Commissioners. 

(2)  Commissioner's  oath  of  office. 

(3)  Notice  of  organization  meeting. 

(4)  Consent  to  meeting. 

(5)  IMinutes  of  meeting. 

(6)  Resolutions  establishing  the  IHA,  adopting  the  by  laws,  adopting  a 
seal,  designating  a  regular  phice  of  meeting  and  designating  officers. 

(7)  Bylaws. 

(8)  Certificate  of  Secretary  as  to  authenticity  of  documents. 

(9)  General  Certificate  of  Housing  Authority. 

§805.110    IHA  Commissioners  who  are  tenants  or  homebuyers. 

(a)  Tenant  or  Homebuyer  Conwiissioners.  No  person  shall  be  barred  from  s(M-ving 
on  an  IHA's  Board  of  Commissioners  because  he  is  a  tenant  or  Homebuyer  in  a 
housing  Project  of  the  IHA.  A  commissioner  who  is  a  tenant  or  PIomebuy(M-  shall 
be  entitlcfl  to  pari  icipatc  fully  in  all  meetuigs  concerning  matters  that  affect  all 
of  the  tenants  or  Homebuyers,  even  though  such  matters  affect  him  as  well. 
However,  no  such  Commissioner  shall  be  entitled  or  permitted  to  participate  in 
or  be  present  at  any  meeting  (except  in  his  capacity  as  a  tenant  or  Homel)uyer), 
or  be  counted  or  treated  as  a  member  of  the  Board,  concerning  any  matter  in- 
volving his  individual  rights,  obligations  or  status  as  a  tenant  or  Homebuyer. 

(b)  ('ouiiaissioner  as  IHA  Employee.  A  member  of  the  IHA's  Board  of  Commis- 
sioners shall  not  Ije  elijiible  for  employment  by  the  IHA  except  under  unusual 
circumstances  and  with  II  UD  approval. 

APPENDIX    I TRIBAL    OHDINAXCK 

Pursuant  to  the  authority  vested  in  the Tribe  by  its  Constitution, 

;ind   particularly   l)y    Article ,   Sections thereof,   and  its 
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authority  to  provide  for  the  health,  safety,  morals  and  welfare  of  the  Tribe,  the 

Tribal  Council  of  the Tribe  hereby  establishes  a  public  body  known 

as  the Housing  Authority  (hereinafter  referred  to  as  the  Authority), 

and  enacts  this  ordinance  which  shall  establish  the  purposes,  powers  and  duties 
of  the  Authority. 

In  any  suit,  action  or  proceeding  involving  the  validity  or  enforcement  of  or 
relating  to  any  of  its  contracts,  the  Authority  shall  be  conclusively  deemed  to 
have  become  established  and  authorized  to  transact  business  and  exercise  its 
powers  upon  proof  of  the  adoption  of  this  ordinance.  A  copy  of  the  ordinance 
duly  certified  by  the  Secretarj^  of  the  Council  shall  be  admissible  in  evidence  in 
any  suit,  action  or  proceeding. 

ARTICLE    I  1 DECLARATION    OF    NEED 

It  is  hereby  declared: 

1.  That  there  exist  on  the  Preservation   insanitar}^,  unsafe,    and 

overcrowded  dwelling  accommodations;  that  there  is  a  shortage  of  decent,  safe 
and  sanitary  dwelling  accommodations  available  at  rents  or  prices  which  persons 
of  low  income  can  afford;  and  that  such  shortage  forces  such  persons  to  occupy 
insanitary,  unsafe  and  overcrowded  dwelling  accommodations; 

2.  That  these  conditions  cause  an  increase  in  and  spread  of  disease  and  crime 
and  constitute  a  menance  to  health,  safety,  morals  and  welfare;  and  that 
these  conditions  necessitate  excessive  and  disproprotionate  expenditures  of 
public  funds  for  crime  prevention  and  punishment,  public  health  and  safety 
protection,  fire  and  accident  prevention,  and  other  public  services  and  facilities; 

3.  That  the  shortage  of  decent,  safe  and  sanitar}'  dwellings  for  persons  of  low 
income  cannot  be  relieved  through  the  operation  of  private  enterprise; 

4.  That  the  providing  of  decent,  safe  and  sanitarj'  dwelling  accommodations 
for  persons  of  low  income  are  public  uses  and  purposes  for  which  mone}'  may  be 
spent  and  private  property  acquired  and  are  governmental  functions  of  Tribal 
concern; 

0.  That  residential  construction  activity  and  a  supph'  of  acceptable  housing  are 
important  factors  to  general  economic  activity,  and  that  the  undertakings  au- 
thorized by  this  ordinance  to  aid  the  production  of  better  housing  and  more  de- 
sirable neighborhood  and  community  development  at  lower  costs  will  make  pos- 
sible a  more  stable  and  larger  volume  of  residential  construction  and  housing 
supply  which  will  assist  material!}^  in  achieving  full  employment ;  and 

6.  That  the  necessity  in  the  public  interest  for  the  provisions  hereinafter  enacted 
is  hereby  declared  as  a  matter  of  legislative  determination. 

ARTICLE    II PURPOSES 

The  Authority  shall  be  organized  and  operated  for  the  purposes  of: 

1.  Remedying  unsafe  and  insanitary  housing  conditions  that  are  injurious  to 
the  public  health,  safety  and  morals; 

2.  Alleviating  the  acute  shortage  of  decent,  safe  and  sanitary  dwellings  for 
persons  of  low  income;  and 

3.  Providing  employment  opportunities  through  the  construction,  reconstruc- 
tion, improvement,  extension,  alteration  or  repair  and  operation  of  low  income 
dwellings. 

ARTICLES    III DEFINITIONS 

The  following  terms,  wherever  used  or  referred  to  in  this  ordinance,  shall  have 
the  following  respective  meanings,  unless  a  different  meaning  clearly  appears  from 
the  context: 

"Area  of  Operation"  means  all  areas  within  the  jurisdiction  of  the  tribe. 

"Board"  means  the  Board  of  Commissioners  of  the  Authority. 

"Council"  means  The Tribal  Council. 

"Federal  government"  includes  the  United  States  of  America,  the  Department 
of  Housing  and  Urban  Development,  or  any  other  agency  or  instrument alit 3^, 
corporate  or  otherwise,  of  the  United  States  of  America. 

"Homehuyer"  means  a  person(s)  who  has  executed  a  lease-purchase  agreement 
with  the  Authority,  and  who  has  not  yet  achieved  homeownership. 

"Housing  project"  or  "project"  means  any  work  or  undertaking  to  provide  or 
assist  in  providing  (by  any  suitable  method,  including  but  not  limited  to:  rental; 


See  footnotes  at  end  of  article. 
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sale  of  individual  units  in  single  or  multifamilj^  structures  under  conventional 
condominium,  or  cooperative  sales  contracts  or  lease-purchase  agreements;  loans; 
or  subsidizing  of  rentals  or  charges)  decent,  safe  and  sanitary  dwellings,  apart- 
ments, or  other  living  accomodations  for  persons  of  low  income.  Such  work  or 
undertaking  may  include  buildings,  land,  leaseholds,  equipment,  facihties,  and 
other  real  or  personal  property  for  necessary,  convenient,  or  desirable  appurte- 
nances, for  streets,  sewers,  water  service,  utilities,  parks,  site  preparation  or  land- 
scaping, and  for  administrative,  community,  health,  recreational  welfare,  or  other 
purposes.  The  term  "housing  project"  or  "project"  also  may  be  applied  to  the 
planning  of  the  buildings  and  improvements,  the  acquisition  of  property  or  any 
interest  therein,  the  demolition  of  existing  structures,  the  construction,  recon- 
struction, rehabilitation,  alteration  or  repair  of  the  improvments  or  other  property 
and  all  other  work  in  connection  therewith, and  the  term  shall  include  all  other 
real  and  personal  property  and  all  tangible  or  intangible  assets  held  or  used  in 
connection  with  the  housing  project. 

'^ Obligations"  means  any  notes,  bonds,  interim  certificates,  debentures,  or  other 
forms  of  obligation  issued  by  the  Authority  pursuant  to  this  ordinance. 

''Obligee"  includes  any  holder  of  an  obligation,  agent  or  trustee  for  any  holder  of 
an  obligation,  or  lessor  demising  to  the  Authority  property  used  in  connection 
with  a  project,  or  any  assignee  or  assignees  of  such  lessor's  interest  or  any  part 
thereof,  and  the  Federal  government  when  it  is  a  party  to  any  contract  with  the 
Authority  in  respect  to  a  housing  project. 

''Persons  of  low  income"  means  persons  or  families  who  cannot  afford  to  pay 
enough  to  cause  private  enterprise  in  their  locality  to  build  an  adequate  supply  of 
decent,  safe,  and  sanitary  dwellings  for  their  use. 

ARTICLE  IV BOARD  OF  COMMISSIONERS 

1.  (a)  2(1)  The  affairs  of  the  Authority  shall  be  managed  by  a  Board  of  Commis- 
sioners composed  of  five  persons. 

(2)  The  Board  members  shall  be  appointed,  and  may  be  reappointed,  by  the 
Council.  A  certificate  of  the  Secretary  of  the  Council  as  to  the  appointment  or 
reappointment  of  any  commissioner  shall  be  conclusive  evidence  of  the  due  and 
proper  appointment  of  the  commissioner. 

(3)  A  commissioner  may  be  a  member  or  non-member  of  the  Tribe,  and  may  be  a 
member  or  non-member  of  the  Tribal  Council. 

(4)  No  person  shall  be  barred  from  serving  on  the  Board  because  he  is  a  tenant 
or  homebuyer  in  a  housing  project  of  the  Authority;  and  such  commissioner  shall 
be  entitled  to  fully  participate  in  all  meetings  concerning  matters  that  affect  all  of 
the  tenants  or  homebuyers,  even  though  such  matters  affect  him  as  well.  However, 
no  such  commissioner  shall  be  entitled  or  permitted  to  participate  in  or  be  present 
at  any  meeting  (except  in  his  capacity  as  a  tenant  or  homebuyer),  or  to  be  counted 
or  treated  as  a  member  of  the  Board,  concerning  any  matter  involving  his  individ- 
ual rights,  obligations  or  status  as  a  tenant  or  homebuyer. 

(b)3  The  term  of  office  shall  be  four  years  and  staggered.  When  the  Board  is  first 
established,  one  member's  term  shall  be  designated  to  expire  in  one  year,  another 
to  expire  in  two  years,  a  third  to  expire  in  three  years,  and  the  last  two  in  four 
years.  Thereafter,  all  appointments  shall  be  for  four  years,  except  that  in  the  case 
of  a  prior  vacancy,  an  appointment  shall  be  only  for  the  length  of  the  unexpired 
term.  Each  member  of  the  Board  shall  hold  office  until  his  successor  has  been 
appointed  and  has  quahfied. 

(c)^  The  Council  shall  name  one  of  the  Commissioners  as  Chairman  of  the 
Board.  The  Board  shall  elect  from  among  its  members  a  Vice-Chairman,  a  Secre- 
tary, and  a  Treasurer;  and  any  member  may  hold  two  of  these  positions.  In  the 
absence  of  the  Chairman,  the  Vice-Chairman  shall  preside;  and  in  the  absence  of 
both  the  Chairman  and  Vice-Chairman,  the  Secretary  shall  preside. 

(d)5  A  member  of  the  Board  may  be  removed  by  the  appointing  power  for 
serious  inefficiency  or  neglect  of  duty  or  for  misconduct  in  office,  but  only  after  a 
hearing  before  the  appointing  power  and  only  after  the  member  has  been  given  a 
written  notice  of  the  specific  charges  against  him  at  least  10  days  prior  to  the 
hearing.  At  any  such  hearing,  the  member  shall  have  the  opportunity  to  be  heard 
in  person  or  by  counsel  and  to  present  witnesses  in  his  behalf.  In  the  event  of 
removal  of  any  Board  member,  a  record  of  the  proceedings,  together  with  the 
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charges  and  findings  thereon,  shall  be  filed  with  the  appointing  power  and  a  copy 
thereof  sent  to  the  appropriate  office  of  the  Department  of  Housing  and  Urban 
Development. 

(e)«  The  Commissioners  shall  not  receive  compensation  for  their  services  but 
shall  be  entitled  to  compensation  for  expenses,  including  travel  expenses,  incurred 
in  the  discharge  of  their  duties. 

(f)7  A  majority  of  the  full  Board  (i.e.,  notwithstanding  the  existence  of  any 
vacancies  (shall  constitute  a  quorum  for  the  transaction  of  business,  but  no  Board 
action  shall  be  taken  by  a  vote  of  less  than  a  majority  of  such  full  Board. 

(g)  The  Secretary  shall  keep  complete  and  accurate  records  of  all  meetings  and 
actions  taken  by  the  Board. 

(h)  The  Treasurer  shall  keep  full  and  accurate  financial  records,  make  periodic 
reports  to  the  Board,  and  submit  a  complete  annual  report,  in  written  form,  to  the 
Council,  as  required  by  article  VII,  Section  1,  or  this  ordinance. 

2.  Meetings  of  the  Board  shall  be  held  at  regular  intervals  as  provided  in  the 
bylaws.  Emergency  meetings  may  be  held  upon  24  hours  actual  notice  and  business 
transacted,  provided  that  not  less  than  a  majority  of  the  full  Board  concurs  in 
the  proposed  action. 

ARTICLE    V POWERS 

1.  The  Authority  shall  have  perpetual  succession  in  its  corporate  name. 

2.  The  Council  hereby  gives  its  irrevocable  consent  to  allowing  the  Authority 
to  sue  and  be  sued  in  its  corporate  name,  upon  any  contract,  claim  or  obligation 
arising  out  of  its  activities  under  this  ordinance  and  hereby  authorizes  the  Author- 
ity to  agree  by  contract  to  waive  any  immunity  from  suit  which  it  might  otherwise 
have;  but  the  Tribe  shall  not  be  liable  for  the  debts  or  obligations  of  the  Authority. 

3.  The  Authority  shall  have  the  following  powers  which  it  may  exercise  con- 
sistent with  the  purposes  for  which  it  is  established : 

(a)  To  adopt  and  use  a  corporate  seal. 

(h)  To  enter  into  agreements,  contracts  and  understandings  with  any 
governmental  agency.  Federal,  state  or  local  (including  the  Council)  or  with 
any  person,  partnership,  corporation  or  Indian  tribe;  and  to  agree  to  any 
conditions  attached  to  Federal  financial  assistance. 

(c)  To  agree,  notwithstanding  anything  to  the  contrary  contained  in  this 
ordinance  or  in  any  other  provision  of  law,  to  any  conditions  attached  to 
Federal  financial  assistance  relating  to  the  determination  of  prevailing  sal- 
aries or  wages  or  paj^ment  of  not  less  than  prevailing  salaries  or  wages  or 
compliance  with  labor  standards,  in  the  development  or  operation  of  projects; 
and  the  Authority  may  include  in  any  contract  let  in  connection  with  a 
project  stipulations  requiring  that  the  contractor  and  any  subcontractors 
comply  with  requirements  as  to  minimum  salaries  or  wages  and  maximum 
hours  of  labor,  and  comply  with  any  conditions  which  the  Federal  Govern- 
ment may  have  attached  to  its  financial  aid  to  the  project. 

(d)  To  obligate  itself,  in  any  contract  with  the  Federal  government  for 
annual  contributions  to  the  Authority,  to  convey  to  the  Federal  government 
posses&ion  of  or  title  to  the  project  to  which  such  contract  relates,  upon  the 
occurrence  of  a  substantial  default  (as  defined  in  such  contract)  with  respect 
to  the  covenants  or  conditions  to  which  the  Authority  is  subject;  and  such 
contract  may  further  provide  that  in  case  of  such  conveyance,  the  Federal 
government  'may  complete,  operate,  manage,  lease,  convey  or  otherwise  deal 
with  the  project  and  funds  in  accordance  with  the  terms  of  such  contract: 
Provided,  That  the  contract  requires  that,  as  soon  as  practicable  after  the 
Federal  government  is  satisfied  that  all  defaults  with  respect  to  the  project 
have  been  cured  and  that  the  project  will  thereafter  be  operated  in  accordance 
with  the  terms  of  the  contract,  the  Federal  government  shall  reconvey  to 
the  Authority  the  project  as  then  constituted. 

(e)  To  lease  property  from  the  Tribe  and  others  for  such  periods  as  are 
authorized  by  law,  and  to  hold  and  manage  or  to  sublease  the  same. 

(/)  To  borrow  or  lend  money,  to  issue  temporary  or  long  term  evidence  of 
indebtedness,  and  to  repay  the  same.  Obligations  shall  he  issued  and  repaid 
in  accordance  with  the  provisions  of  Article  VI  of  this  ordinance. 

(g)  To  pledge  the  assets  and  receipts  of  the  Authority  as  security  for  debts; 
and  to  acquire,  sell,  lease,  exchange,  transfer  or  assign  personal  property  or 
interests  therein. 
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(h)  To  purchase  land  or  interests  in  land  or  take  the  same  by  gift;  to  lease 
land  or  interests  in  land  to  the  extent  provided  by  law. 

(i)  To  undertake  and  carry  out  studies  and  analyses  of  housing  needs,  to 
prepare  housing  plans,  to  execute  the  same,  to  operate  projects  and  to 
provide  for  the  construction,  reconstruction,  improvement,  extension,  alter- 
ation or  repair  of  any  project  or  any  part  thereof. 

(J)  With  respect  to  any  dwelhngs,  accommodations,  lands,  buildings  or 
facilities  embraced  within  any  project  (including  individual  cooperative  or 
condominium  units) ;  to  lease  or  rent,  sell,  enter  into  lease-purchase  agree- 
ments or  leases  with  option  to  purchase;  to  establish  and  revise  rents  or  re- 
quired monthly  payments;  to  make  rules  and  regulations  concerning  the 
selection  of  tenants  or  homebuyers,  including  the  establishment  of  priorities, 
and  concerning  the  occupanc}',  rental,  care  and  management  of  housing 
units;  and  to  make  such  further  rules  and  regulations  as  the  Board  may  deem 
necessary  and  desirable  to  eiiectuate  the  powers  granted  by  this  ordinance. 

(k)  To  finance  purchase  of  a  home  by  an  ehgible  homebuyer  in  accordance 
with  regulations  and  requirements  of  the  Department  of  Housing  and  Urban 
Development. 

(0  To  terminate  any  lease  or  rental  agreement  or  lease-purchase  agreement 
when  the  tenant  or  homebuyer  has  violated  the  terms  of  such  agreement,  or 
failed  to  meet  any  of  its  obhgations  thereunder,  or  when  such  termi- 
nation is  otherwise  authorized  under  the  provisions  of  such  agreement;  and 
to  bring  action  for  eviction  against  such  tenant  or  homebuyer. 

(m)  To  estabhsh  income  limits  for  admission  that  insure  that  dwelhng 
accommodations  in  a  housing  project  shall  be  made  available  only  to  persons 
of  low  income. 

(n)  To  purchase  insurance  from  any  stock  or  mutual  company  for  any 
property  or  against  anj-  risk  or  hazards. 

(o)  To  invest  such  funds  as  are  not  required  for  immediate  disbursement. 

ip)  To  establish  and  maintain  such  bank  accounts  as  may  be  necessary  or 
convenient. 

(q)  To  employ  an  executive  director,  technical  and  maintenance  pei-sonnel 
and  such  other  officers  and  emploj-ees,  permanent  or  temporary,  as  the 
Authority  ma}'  require;  and  to  delegate  to  such  officers  and  employees  such 
powers  or  duties  as  the  Board  shall  deem  proper. 

(r)  To  take  such  further  actions  as  are  commonly  engaged  in  by  public 
bodies  of  this  character  as  the  Board  maj'-  deem  necessary  and  desirable  to 
effectuate  the  purposes  of  the  Authority. 

(s)  To  join  or  cooperate  with  any  other  public  housing  agency  or  agencies 
operating  under  the  laws  or  ordinances  of  a  State  or  another  tribe  in  the 
exercise,  either  jointlj'  or  otherwise,  of  any  or  all  of  the  powers  of  the  Authority 
and  such  other  public  housing  agency  or  agencies  for  the  purpose  of  financing 
(including  but  not  limited  to  the  issuance  of  notes  or  other  obligations  and 
giving  security  therefor),  planning,  undertaking,  owning,  constructing, 
operating,  or  contracting  with  respect  to  a  housing  project  or  projects  of  the 
Authority  or  such  other  public  housing  agency  or  agencies.  For  such  purpose, 
the  Authorit}^  may  by  resolution  prescribe  and  authorize  any  other  public 
housing  agency  or  agencies,  so  joining  or  cooperating  with  the  Authority', 
to  act  on  the  Authority's  behalf  with  respect  to  an}''  or  all  powers,  as  the 
Authority's  agent  or  otherwise,  in  the  name  of  the  Authority  or  in  the  name 
of  such  agency  or  agencies. 

(0  To  adoi)t  such  Ijylaws  as  the  Board  deems  necessary  and  appropriate. 

4.  It  is  the  purpose  and  intent  of  this  ordinance  to  authorize  the  Authority  to 
do  any  and  all  things  necessary  or  desii-able  to  secure  the  financial  aid  or  coopera- 
tion of  the  Federal  government  in  the  undertaking,  construction,  maintenance, 
or  oi)(Tation  of  any  project  by  the  Authorit}^ 

5.  No  oidinance  or  other  enactment  of  the  Tribe  with  respect  to  the  acquisition, 
operation,  or  disposition  of  Tribal  property  shall  be  applicable  to  the  Authority 
in  its  operations  pursuant  to  this  ordinance. 

ARTICLE   VI OULIGATIONS 

1.  The  Autliority  may  issue  obligations  from  time  to  time  in  its  discretion  for 
any  (»f  its  purposes  and  may  also  issue  refunding  ol)ligations  for  the  purpose  of 
paying  or  retiring  obligations  previously  issued   by  it.  The  Authority  may  issue 
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such  types  of  obligations  as  it  may  determine,  inclufling  obligations  on  which  the 
principal  and  interest  are  payable:  (a)  exclusively  from  the  income  and  revenues 
of  the  project  hnanced  with  the  proceeds  of  such  obligations,  or  with  such  inc(jme 
and  revenues  tog(?ther  with  a  grant  from  the  Federal  government  in  aifl  of  such 
project;  (b)  exclusively  from  the  income  and  revenues  of  certain  designated 
projects  whether  or  not  they  were  financed  in  whole  or  in  part  with  the  proceeds  of 
such  obligations;  or  (c)  from  its  revenues  generally.  Any  of  such  obhgations  may 
be  additionally  secured  by  a  pledge  of  any  revenues  of  any  project  or  other 
property  of  the  Authority. 

2.  Neither  the  conunissioners  of  the  Authority  nor  any  person  executing  the 
obligations  shall  be  liable  personally  on  the  obligations  by  reason  of  issuance 
thereof. 

3.  The  notes  and  other  obligations  of  the  Authority  shall  not  be  a  debt  of  the 
Tribe  and  the  obligations  shall  so  state  on  their  face. 

4.  Obligations  of  the  Authority  are  declared  to  be  issued  for  an  essential  public 
and  governmental  purpose  and  to  be  public  instrumentalities  and,  together  with 
interest  thereon  and  income  therefrom,  shall  be  exempt  from  taxes,  imposed  bj'' 
the  Tribe.  The  tax  exemption  provisions  of  this  ordinance  shall  be  considered 
part  of  the  security  for  the  repayment  of  obligations  and  shall  constitute,  by 
virtue  of  this  ordinance  and  without  necessity  of  being  restated  in  the  obligations, 
a  contract  between  (a)  the  Authority  and  the  Tribe,  and  (b)  the  holders  of  obliga- 
tions and  each  of  them,  including  all  transferees  of  the  obligations  from  time  to 
time. 

5.  Obligations  shall  be  issued  and  sold  in  the  following  manner: 

(a)  Obligations  of  the  Authority  shall  be  authorized  by  a  resolution  adopted 
by  the  vote  of  a  majority  of  the  full  Board  and  may  be  issued  in  one  or  more 
series. 

(5)  The  obligations  shall  bear  such  dates,  mature  at  such  times,  bear 
interest  at  such  rates,  be  in  such  denominations,  be  in  such  form,  either  coupon 
or  registered,  carry  such  conversion  or  registration  privileges,  have  such  rank 
or  priority,  be  executed  in  such  manner,  be  payable  in  such  medium  of  payment 
and  at  such  places,  and  be  subject  to  such  terms  of  redemption,  with  or  with- 
out premium,  as  such  resolution  may  provide. 

(c)  The  obligations  may  be  sold  at  public  or  private  sale  at  not  less  than 
par. 

(d)  In  case  any  of  the  commissioners  of  the  Authority  whose  signatures 
appear  on  any  obligations  cease  to  be  commissioners  before  the  delivery  of 
such  obligations,  the  signatures  shall,  nevertheless,  be  valid  and  sufficient  for 
all  purposes,  the  same  as  if  the  commissioners  had  remained  in  office  until 
delivery. 

6.  Obligations  of  the  Authority  shall  be  fully  negotiable.  In  any  suit,  action  or 
proceeding  involving  the  validity  or  enforceability  of  any  obligation  of  the  Author- 
ity or  the  security  therefor,  any  such  obligation  reciting  in  substance  that  it  has 
been  issued  by  the  Authority  to  aid  in  financing  a  project  pursuant  to  this  ordi- 
nance shall  be  conclusively  deemed  to  have  been  issued  for  such  purpose,  and  the 
project  for  which  such  obligation  was  issued  shall  be  conclusively  deemed  to  have 
been  planned,  located  and  carried  out  in  accordance  with  the  purposes  and  pro- 
visions of  this  ordinance. 

7.  In  connection  with  the  issuance  of  obligations  or  incurring  of  obligations 
under  leases  and  to  secure  the  payment  of  such  obligations,  the  Authority,  subject 
to  the  limitations  in  this  ordinance,  may: 

(a)  Pledge  all  or  any  part  of  its  gross  or  net  rents,  fees  or  revenues  to  which 
its  right  then  exists  or  may  thereafter  come  into  existence. 

(b)  Provide  for  the  powers  and  duties  of  obligees  and  limit  their  liabilities; 
and  provide  the  terms  and  conditions  on  which  such  obligees  may  enforce 
any  convenant  or  rights  securing  or  relating  to  the  obligations. 

(c)  Covenant  against  pledging  all  or  any  part  of  its  rents,  fees  and  revenues 
or  against  mortgaging  any  or  all  of  its  real  or  personal  property  to  which  its 
title  or  right  then  exists  or  may  thereafter  come  into  existence  or  permitting 
or  suffering  any  lien  on  such  revenues  or  property. 

(d)  Covenant  with  respect  to  limitations  on  its  right  to  sell,  lease  or  other- 
wise dispose  of  any  project  or  any  pai't  thereof. 

(e)  Covenant  as  to  what  other  or  additional  debts  or  obligations  may  be 
incurred  bv  it. 
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(f)  Covenant  as  to  the  ol)ligations  to  be  issued  and  as  to  the  issuance  of 
such  obligations  in  escrow  or  otherwise,  and  as  to  the  use  and  disposition  of 
the  proceeds  thereof. 

ig)   Pro\ide  for  the  replacement  of  lost,  destroyed  or  mutilated  obligations. 

(h)  Covenant  against  extending  the  time  for  the  payment  of  its  obligations 
or  interest  thei'eon. 

(?)  Redeem  the  obligations  and  covenant  for  their  redemption  and  pro- 
vide the  terms  and  conditions  thereof. 

(j)  Covenant  concerning  the  rents  and  fees  to  be  charged  in  the  operation 
of  a  project  or  projects,  the  amount  to  be  raised  each  year  or  other  period  of 
time  by  rents,  fees  and  other  revenues,  and  as  to  the  use  and  disposition  to 
be  made  thereof. 

(k)  Create  or  authorize  the  creation  of  special  funds  for  monies  held  for 
construction  or  operating  costs,  debt  service,  reserves  or  other  purposes,  and 
convenant  as  to  the  use  and  disposition  of  the  monies  held  in  such  funds. 

(/)  Prescribe  the  procedure,  if  any,  by  which  the  terms  of  any  contract 
with  holders  of  obligations  may  l:»e  amended  or  abrogated,  the  proportion  of 
outstanrling  obligations  the  holders  of  which  must  consent  thereto,  and  the 
manner  in  wliich  such  consent  may  be  given. 

(m)  Covenant  as  to  the  use,  maintenance  and  replacement  of  its  real  or 
personal  property,  the  insurance  to  be  carried  thereon  and  the  use  and  dispo- 
sition of  insurance  monies. 

(n)  Covenant  as  to  the  rights,  labilities,  powers  and  duties  arising  upon  the 
breach  by  it  of  an}'-  covenant,  condition  or  obligation. 

(o)  Covenant  and  prescibe  as  to  events  of  default  and  terms  and  condi- 
tions upon  which  any  or  all  of  its  obhgations  become  or  may  be  declared  due 
before  maturity,  anfl  as  to  the  terms  and  conditions  upon  which  such  declara- 
tion and  its  consequences  ma}^  be  waived. 

(p)  Vest  in  any  obligees  or  any  proportion  of  them  the  right  to  enforce  the 
payment  of  the  obligations  or  any  covenants  securing  or  relating  to  the 
obligations. 

((])  Exercise  all  or  any  part  or  combination  of  the  powers  granted  in  this 
section. 

(r)  Make  covenants  other  than  and  in  addition  to  the  covenants  expressly 
authorized  in  this  section,  of  like  or  different  character. 

(s)  Make  any  covenants  and  do  any  acts  and  things  necessary  or  con- 
venient or  desirable  in  order  to  secure  its  obligations,  or,  in  the  absolute 
discretion  of  the  Authority,  tending  to  make  the  obligations  more  market- 
able although  the  covenants,  acts  or  things  are  not  enumerated  in  this  section. 

ARTICLE  VII — MISCELLANEOUS 

1 .  The  Authority  shall  submit  an  annual  report,  signed  by  the  Chairman  of  the 
Board,  to  the  Council  showing  (a)  a  summary  of  the  year's  activities,  (b)  the 
financial  condition  of  the  Authority,  (c)  the  condition  of  the  properties,  (d)  the 
number  of  units  and  vacancies,  (e)  any  significant  problems  and  accomplishments, 
(f)  plans  for  the  future,  anrl  (g)  such  other  information  as  the  Authority  or  the 
Council  shall  deem  pertinent. 

2.  During  his  tenure  and  for  one  year  thereafter,  no  commissioner,  officer  or 
employee  of  the  Authority,  oi-  any  member  of  any  governing  body  of  the  Tribe, 
or  any  other  public  official  who  exercises  any  responsibilities  or  functions  with 
regard  to  the  project,  shall  voluntarily  acquire  any  interest,  direct  or  indirect,  in 
any  project  or  in  any  property  inclufled  or  planned  to  be  included  in  any  project, 
or  in  any  contract  or  proposed  contract  relating  to  any  proj(H't,  unless  prior  to  such 
acquisition,  he  discloses  his  interest  in  writing  to  the  Authoi'ity  and  such  dis- 
closure is  entered  ujjon  the  minutes  of  the  Authority,  and  the  connnissioner, 
officer  or  employee  shall  not  participate  in  any  action  by  the  Authority  relating  ta 
the  property  or  contract  in  which  he  has  any  such  interest.  If  any  commissioner, 
officer  or  employee  of  th(>  Authoiity  involuntaiily  acquires  any  such  interest, 
or  voluntarily  or  involimtarily  acquired  any  such  interest  prior  to  appointment 
or  employment  as  a  conunissioner,  officer  or  employee,  the  commissioner,  officer 
or  employee,  in  any  such  event,  shall  inmiediately  disclose  his  interest  in  writing 
to  the  Authority,  and  such  disclosure  shall  l)e  entered  upon  the  minutes  of  the 
Authoiity,   and   the   commissioner,   officer  or  employee  shall  not   participate  in 
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any  action  by  the  Authority  rclatin.y;  to  the  property  or  contract  in  which  ho  hnn 
any  such  interest.  Any  violation  of  the  foregoing  provisions  of  this  section  shall 
constitute  misconduct  in  oflice.  This  section  shall  not  be  ai)plicable  to  the  ac- 
quisition of  any  interest  in  obligations  of  the  Authority  issued  in  connection  with 
any  project,  or  to  the  execution  of  agreements  by  banking  institutions  for  the 
deposit  or  handling  of  funds  in  connection  with  a  project  or  to  act  as  trustee 
under  any  trust  indenture,  or  to  utility  services  the  rates  for  which  are  fixed 
or  controlled  by  a  governmental  agency,  or  to  membei'ship  on  the  Board  as  pro- 
vided in  Article  IV,  Section  1(a)(4). 

3.  Each  project  developed  or  operated  under  a  contract  providing  for  Federal 
financial  assistance  shall  be  developed  and  operated  in  comi,>liance  with  all  re- 
quirements of  such  contract  and  applicable  Federal  legislation,  and  with  all 
regulations  and  requirements  prescribed  from  time  to  time  by  the  Federal  govern- 
ment in  connection  with  such  assistance. 

4.  The  Authority  shall  obtain  or  provide  for  the  obtaining  of  adequate  fidelity 
bond  coverage  of  its  officers,  agents,  or  employees  handlmg  cash  or  authorized 
to  sign  checks  or  certify  vouchers. 

5.  The  Authority  shall  not  construct  or  operate  any  project  for  profit. 

6.  The  property  of  the  Authority  is  declared  to  be  public  propcMty  used  for 
essential  public  and  governmental  purposes  and  such  property  and  the  Authority 
are  exempt  from  all  taxes  and  special  assessments  of  the  Tribe. 

7.  All  property  including  funds  acquired  or  held  by  the  Authorit}'^  pursuant  to 
this  ordinance  shall  be  exempt  from  levy  and  sale  by  virtue  of  an  execution,  and 
no  execution  or  other  judicial  process  shall  issue  against  the  same  nor  shall  any 
judgment  against  the  Authority  be  a  charge  or  lien  upcn  such  property.  How^ever, 
the  i^rovisions  of  this  section  shall  not  apply  to  or  limit  the  right  of  obligees  to 
pursue  any  remedies  for  the  enforcement  of  any  pledge  or  lien  given  by  the  Au- 
thority on  its  rents,  fees  or  revenues  or  the  right  of  the  Federal  government  to 
pursue  any  remedies  conferred  upon  it  pursuant  to  the  provisions  of  this  ordinance 
or  the  right  of  the  Authority  to  bring  eviction  actions  in  accordance  with  Article 
V,  Section  3(1). 

ARTICLE    VIII COOPERATION    IN    CONNECTION    WITH    PROJECTS 

1.  For  the  purpose  of  aiding  and  cooperating  in  the  planning,  undertaking,  con- 
struction or  operation  of  projects,  the  Tribe  hereby  agrees  that: 

(a)  It  wall  not  levy  or  impose  any  real  or  personal  property  taxes  or  special 
assessments  upon  the  Authority  or  any  project  of  the  Authorit5^ 

(6)  It  will  furnish  or  cause  to  be  furnished  to  the  Authority  and  the  occu- 
pants of  projects  all  services  and  faciHties  of  the  same  character  and  to  the 
same  extent  as  the  Tribe  furnishes  from  time  to  time  without  cost  or  charge 
to  other  dwellings  and  inhabitants. 

(c)  Insofar  as  it  may  lawfully  do  so,  it  will  grant  such  deviations  from  any 
present  or  future  building  or  housing  codes  of  the  Tribe  as  are  reasonable 
and  necessary  to  promote  economy  and  efficiency  in  the  development  and 
operation  of  any  project,  and  at  the  same  time  safeguard  health  and  safety, 
and  make  such  changes  in  any  zoning  of  the  site  and  surrounding  territory 
of  any  project  as  are  reasonable  and  necessary  for  the  development  and  pro- 
tection of  such  project,  and  the  surrounding  territory. 

(d)  It  will  do  an}'-  and  all  things,  within  its  law^ful  powers,  necessary  or 
convenient  to  aid  and  cooperate  in  the  planning,  undertaking,  construction 
or  operation  of  projects. 

(e)  The  Tribal  Government  hereby  declares  that  the  powers  of  the  Tribal 
Government  shall  be  vigorously  utilized  to  enforce  eviction  of  a  tenant  or 
homebuyer  for  nonpayment  or  other  contract  violations  including  action 
through  the  appropriate  courts. 

(/)  The  Tribal  Courts  shall  have  jurisdiction  to  hear  and  determine  an 
action  for  eviction  of  a  tenant  or  homebuyer.  The  Tribal  Government  hereby 
declares  that  the  powers  of  the  Tribal  Courts  shall  be  vigorously  utilized  to 
enforce  eviction  of  a  tenant  or  homebuyer  for  nonpayment  or  other  contract 
violations. 
2.  The  provisions  of  this  Article  shall  remain  in  effect  with  respect  to  any  project, 
and  said  provisions  shall  not  be  abrogated,  changed,  or  modified  without  the  con- 
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sent  of  the  Department  of  Housing  and  Urban  Development,  so  long  as  (a)  the 
project  is  owned  by  a  public  body  or  governmental  agenc}^  and  is  uesd  for  low 
income  housing  purposes,  (b)  any  contract  betvN'een  the  Authority  and  the  De- 
partment of  Housing  and  Urban  Development  for  loans  or  annual  contributions, 
or  both,  in  connection  with  such  project,  remains  in  force  and  effect,  or  (c)  any 
c.l'Ugations  issued  in  connection  with  such  project  or  any  monies  due  to  the 
Department  of  Housing  and  Urban  Development  in  connection  with  such  project 
remain  unpaid,  whichever  period  ends  the  latest.  If  at  any  time  title  to,  or  pos- 
session of,  any  project  is  held  by  any  public  body  or  governmental  agency  au- 
thorized by  law  to  engage  in  the  development  or  operation  of  low  income  housing 
including  the  Federal  government,  the  provisions  of  this  section  shall  inure  to  the 
benefit  of  and  be  enforced  by  such  pubhc  body  or  governmental  agency. 

ARTICLE    IX APPROVAL    BY    SECRETARY    OF    THE    INTERIOR 

With  respect  to  any  financial  assistance  contract  between  the  Authority  and 
the  Federal  government,  the  Authority  shall  obtain  the  approval  of  the  Secretary 
of  the  Interior  or  his  designee. 

FOOTNOTES 

*»  Article  I  may  be  modified  as  deemed  appropriate. 

2  Article  IV,  section  1(a),  paragraphs  (1),  (2)  and  (.3)  may  be  modified.  For  example  the  number  of  board 
members  mav  bo  more  or  less  than  five,  the  appointments  may  be  made  by  the  elected  head  of  the  tribal 
govertmient.  rather  than  the  Council,  the  IHA  may  be  made  a  department  or  division  of  the  tribal  govern- 
ment, membership  on  the  Board  may  be  limited  to  those  who  are  members  of  the  tribe,  or  to  those  who 
are  members  of  the  Council,  or  to  those  who  are  nonmembers  of  the  Council,  or  to  a  certain  number  of  any 
category. 

"  Article  IV.  section  1(b)  may  be  modified  to  conform  to  changes  in  Article  IV',  section  1(a),  and  as  to  the 
length  of  the  term  of  membership. 

*  Article  IV.  Section  1(c)  may  be  modified  as  to  the  manner  of  appointment  of  the  Chairman.  For  ex- 
ample, it  may  provide  for  appointment  by  the  Board  members  or  by  the  elected  head  of  the  tribal  govern- 
anent.  This  paragraph  may  also  be  modified  as  to  the  manner  of  appointment  of  the  other  officials. 

■s  Article  IV,  Section  1(d)  may  be  modified,  but  adequate  safeguards  against  arbirrary  removal  shall  be 
included. 

«  ArtiL-le  IV,  Section  1(f)  may  be  modified  if  deemed  appropriate,  where  the  full  Board  consists  of  more 
than  5  members. 

'  Anicle  \III,  Section  1(f)  may  be  modified  to  insert  the  name  of  the  appropriate  court,  or  it  may  be 
deleted  when-  i»  is  demonstrated  to  HUD  that  the  jurisdiction  for  evictions  is  vested  in  other  than  tribal 
courts  (e.g.,  Slate  courts  or  Courts  of  Indian  Ofi'enses.) 

Subpart  B — Development 
§  805.201    Definitions. 

See  §§  805.102  and  805.430. 
§805.202    Roles  and  responsibilities  of  Federal  agencies 

IlUi),  HIS  and  BIA  shall  coordinate  functions  and  funding  in  accordance  with 
the  Int<?rdepartmental  Agreement.  HUD  assistance  shall  not  include  items  or 
services  which  either  BIA  or  IHS  has  agreed  to  provide  or  fund  under  the  Inter- 
departmental Agreement,  or  items  or  services  otherwise  provided  by  other  Govern- 
ment agencies. 

§  805.203    Production  methods  and  requirements. 

(a)  Justification  for  Production  Method.  The  IHA's  application  for  a  Project 
shall  state  which  of  the  production  methods  described  in  this  section  it  prefers  to 
use  supported  l)y  a  justification  for  the  use  of  the  proposed  method,  such  as 
economy,  quality,  design,  expeditious  completion  and  maximum  competition. 
The  method  to  l)e  used  shall  be  approved  by  HUD  in  the  agreement  entered 
into  as  a  result  of  the  Project  Coordination  Meeting  (see  §  805.208). 

Turnkcn  Method.  Under  the  Turnkey  method,  the  IHA  advertises  for  developers 
to  .«?ubmit  pioposals  to  build  a  Project  dcvscribed  in  tlie  II[.\'s  Invitation  for 
jjroposals.  The  Invitation  for  Proposals  may,  when  approved  by  HUD,  prescribe 
the  sites  to  be  u.sed.  The  IHA  selects,  subj(>ct  to  HUD  approval,  the  best  of  the 
proposals  received,  taking  into  consideration  price,  <lesign,  the  developers'  ex- 
perience an<i  other  evidence  of  the  developer's  al)ility  to  complete  the  Project. 
After  HUD  approval  of  the  |)roposal  selected  hy  the  I  H".\,  the  working  drawings  an 
and  specifications  aic  agreed  to  by  the  developer,  the  IHA,  and  HUD,  and  the 
developer  -mvX  the  IHA  enter  into  a  Contract  of  Sale.  Upon  completion  of  the 
Project  in  accordance  with  the  Contract  of  Sale,  the  IHA  purchases  the  project 
from  the  developci-.  The  IHA  may  employ  an  architect  to  assist  in  exaluating 
proi)osals  and   negotiating  the  working  drawings  ami  specifications.   The   IHA 
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provides  inspection  services  by  an  architect,  engineer  or  other  (jualifuHl  };(  rson^ 
The  developer  shall  not  be  required  by  the  III  A  or  II UU  to  post  a  bond  for 
performance  or  jiayment. 

(c)  Modified  Turnkey  Method.  (1)  Before  advertising  for  Turnkey  proposals: 
(i)  The  site  or  sites  for  the  housing  shall  have  been  selected  in  accordance  with, 
§  805.217,  (ii)  the  working  ch-awings  and  specifications  for  the  housing  shall  have 
been  prepared  Ijy  the  IHA  and  approved  by  HUD,  and  (iii)  on  the  basis  of  those 
drawings  and  specifications,  II UD  shall  have  approved  an  estimate  of  the  Total 
Development  Cost  and  separate  statemc^nts  of  the  estimated  total  construction 
contract  price,  which  HUD  has  determined  to  be  reasonable  and  within  the 
applicable  prototype  cost  and  other  limitations. 

(2)  The  invitation  fcr  Turnkey  Proposals  shall  be  based  upon  a  developer's 
packet  which  includes  a  description  of  the  preselected  sites  and  the  working 
drawings  and  specifications  as  described  above.  Accordingly,  each  developer  shall 
be  required  to  submit  a  firm  price  for  purposes  of  a  Contract  of  Sale.  The  developer 
shall  not  be  required  by  the  IHA  or  HUD  to  post  a  bond  for  performance  or 
payment. 

(3)  When  the  developer  has  been  selected  by  the  IHA  and  approved  by  HUD, 
the  Development  Program  shall  be  prepared  and  submitted  to  HUD  for  approval. 
After  execution  of  the  ACC,  the  Contract  of  Sale  shall  be  executed. 

(4)  Upon  completion  of  the  Project  in  accordance  with  the  Contract  of  Sale, 
the  IHA  purchases  the  Project  from  the  developer. 

(d)  Conventional  Method.  Under  the  Conventional  Method,  the  IHA,  after 
HUD  approval  of  the  plans  and  specifications,  shall  advertise  for  contractors  to 
build  the  project.  The  contractor  shall  be  required  to  provide  assurance  in  the 
form  of  100  percent  performance  and  payment  bonds,  or  other  security  approved 
by  HUD.  The  contractor  receives  progress  payments  during  construction,  and  a 
final  HUD  approved  payment  upon  completion  in  accordance  with  the  contract. 

(e)  Acquisition  of  Existing  Housing  {with  or  without  rehabilitation).  Under  the 
Acquisition  method,  the  IHA  acciuires  existing  housing  which  may  need  only 
minor  repairs  or  may  require  substantial  rehabditation.  Repair  or  rehabilitation 
may  be  accomplished  prior  to  acquisition  using  Turnkey  procedures  or  after 
acquisition,  as  authorized  by  HUD. 

(f)  Force  Account  Method.  (1)  Under  the  Force  Account  method  an  IHA  per- 
forms construction  or  rehabilitation  in  a  manner  similar  to  a  contractor,  using  a 
woik  force  entirely  employed  by  and  under  the  supervisions  of  the  IHA,  <.r  in 
combination  with  contracts  for  those  portions  of  the  work  which  can  be  better 
or  more  economically  performed  by  an  independent  contractor.  Force  Account 
work  shall  be  subject  to  Davis-Bacon  wage  rates. 

(2)  The  Force  Account  method  may  be  used  for  development  of  a  new  con- 
struction Project  only  (i)  in  exceptional  cases,  (ii)  with  the  approval  of  the  HUD 
Assistant  Secretarj^  for  Housing,  and  (iii)  if  the  tribe  agrees  in  writing  to  cover 
any  costs  in  excess  of  the  HUD-approved  Development  Cost,  including  contin- 
gencies, and  demonstrates  that  it  has  the  financial  resources  to  meet  the  excess, 
costs  up  to  a  specified  amount. 

(3)  The  HUD  Field  Office  may  approve  use  of  the  Force  Account  method: 
(i)  For  repair  and  rehabilitation  of  existing  housing  acquhed  by  the  IHA,  (ii)  for 
correction  of  deficiencies  in  design,  construction  or  equipment  (where  allowed 
under  §  805.223(b)(1)),  and  (iii)  for  completion  of  units  where  the  original  con- 
tractor does  not  complete. 

(4)  In  any  case,  whether  under  paragraph  (2)  or  (3),  the  IHA  must  justify 
use  of  the  Force  Account  method  and  demonstrate  the  capabilities  of  the  IHA 
to  achieve  timely  completion  of  the  work  within  the  Total  Development  Cost> 
and  with  the  additional  assurances  provided  by  the  tribe. 

(g)  Public  Advertisement.  Contracts  for  development  of  a  Project  may  be 
awarded,  to  Indian  Organizations  and  Indian-owned  Economic  Enterprises  or 
to  other  construction  contractors,  only  after  pul)lic  advertisement  for  competitive 
proposals.  The  advertisement  shall  inform  all  prospective  contractors  of  the 
amount  of  the  applicable  prototype  cost  limit  and  of  the  maximum  total  contract 
price  which  has  been  determined  to  be  reasonable  (see  §  805.212(b)). 

§  805.204    Indian  preference  in  contracting. 

(a)  Preference  in  the  Award  of  Contracts.  (1)  An  IHA  shall  to  the  greatest 
extent  feasible  under  this  Part  give  preference  in  the  award  of  contracts  in  con- 
nection with  a  Project  to  Indian  Organizations  and  Indian-owned  Economic 
Enterprises. 
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(2)  "With  HUD  approval,  an  IHA  may  publish  an  adveitisement  limited  to 
qualified  Indian  Organizations  and  Indian-owned  Economic  Enterprises.  If  the 
IHA  pul^hshes  an  advertisement  open  to  all  qualified  contractors,  Indian  or  non- 
Indian,  preference  over  a  non-Indian  enterprise  shall  be  given  to  a  qualified 
Indian  enterprise  whose  price  does  not  exceed  the  lowest  price  by  more  than 
one  percent. 

(3)  If  the  advertisement  for  proposals  is  to  be  limited  to  qualified  Indian 
enterprises,  the  IHA  with  HUD  approval,  may  publish  a  prior  invitation  for 
Indian  enterprises  to  submit  a  Statement  of  Intent  to  respond  to  such  an  adver- 
tisement when  published,  and  to  furnish  with  the  Statement  of  Intent,  or  within 
a  specified  period  of  time,  evidence  sufficient  to  establish  their  quaUfications  in 
accordance  with  paragraph  (a)  (4)  of  this  Section. 

(4)  A  prospective  contractor  seeking  to  qualif}'-  as  an  Indian  Organization  of 
Indian-owned  Enterprise  shall  submit  with  or  prior  to  submission  of  his  bid  or 
proposal: 

(i)  Evidence  showing  full}'  the  extent  of  Indian  ownership  and  interest. 

(ii)  Evidence  of  structure,  management  and  financing  afi'ecting  the  Indian 
character  of  the  enterprise,  including  major  subcontracts  and  purchase  agree- 
ments; material  or  equipment  supply  arrangemients;  and  management,  salary 
or  profit-sharing  arrangements;  and  evidence  showing  the  effect  of  these  on 
the  extent  of  Indian  ownership  and  interest. 

(iii)  Evidence  sufficient  to  demonstrate  to  the  satisfaction  of  the  IHA  and 
HUD  that  the  prospective  contractor  has  the  technical,  administrative  and 
financial  capability  to  perform  contract  work  of  the  size  and  type  involved 
and  within  the  time  provided  under  the  proposed  contract  (see  §  S0.j.211(c)). 

(b)  Required  Contract  Clause.  The  IHA  shall  incorporate  the  following  clause 
(referred  to  as  a  Section  7(b)  clause)  in  each  contract  awarded  in  connection  wiih 
a  Project: 

(1)  The  work  to  be  performed  under  this  contract  is  on  a  project  subject 
to  Section  7(b)  of  the  Indian  Self-Determination  and  Education  Assistance 
Act  (25  U.S.C.  4oOe(,b)).  Section  7(b)  requires  that  to  the  greatest  extent 
feasible  (i)  preferences  and  opportunities  for  training  and  employment  shall 
1)e  given  to  Indians,  and  (ii)  preferences  in  the  award  of  contracts  and  sub- 
contracts shall  be  given  to  Indian  organizations  and  Indian-owned  Economic 
Enterprises. 

(2)  The  parties  to  this  contract  shall  comply  with  the  provisions  of  said 
Section  7(b)  and  all  HUD  requirements  pursuant  thereto. 

(3)  The  contractor  shall,  in  connection  with  this  contract,  to  the  greatest 
extent  feasible,  give  preference  in  the  award  of  ixny  subcontracts  to  Indian 
organizations  and  Indian-owTied  Economic  Enterprises,  and  preferences  and 
■o])portunities  for  training  and  employment  to  Indians. 

(4)  The  contractor  shall  include  this  Section  7(b)  clause  in  every  subcon- 
tract in  connection  with  the  project,  and  shall,  at  the  direction  of  the  IHA, 
take  apj)ropriate  action  pursuant  to  the  subcontract  upon  a  finding  by  the 
III  A  or  HUD  that  the  subcontractor  is  in  violation  of  the  Section  7(10  clause. 

(c)  Additional  Indian  Preference  Requirements.  An  IHA  ma.v,  with  HUD  ap- 
proval, provide  for  Indian  preference  requirements  in  addition  to  those  under 
§  805.204 (a)  and  the  Section  7(b)  clause  required  under  §  805.204(b),  as  condi- 
tions for  the  award  of,  or  in  the  terms  of,  any  contract  in  connection  with  a  Project 
if  the  additional  Indian  preference  requirements  are  consistent  with  the  objectives 
of  the  Section  7(b)  clause.  Such  additional  Indian  preference  requirements  may 
not  result  in  a  higher  cost  or  greater  risk  of  non-performance  or  longer  period  of 
performance. 

(I))  inclusion  of  All  Preference  Requirements  in  Information  for  Prospective 
Contractors.  With  j-espect  to  any  contract,  the  information  for  i)rospective  contrac- 
tors shall  set  forth  all  Indian  preference  requirements  allecting  award  of,  or  to  be 
ncludcd  in  the  terms  of,  the  contract. 

5  §805.205    Allocations  of  contract  authority. 

Ill'I)  will  allocate  contract  authoiity  for  Indian  housing  in  conformance  with 
Section  21M((b'  of  the  Housing  nnd  Community  Development  Act  of  1974. 

§805.206    Submission  and  HUD  review  of  Application  for  Program  Reservation. 

(a)  Submi'isiorL  to  III  J).  To  ai)i)ly  for  a  Pr(ject,  an  IHA  shall  subniit  an  appli- 
cation on  th*^  form  prescribed  by  11 UD.  The  apj^lication  shall  be  ac(om})anied  by 
a  icsolution  of  the  local  governing  body  appioN  ing  the  application  for  a  preliminary 
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loan,  if  a  preliminaiy  loan  is  roquostod.  Whore  the  provisions  for  the  nooessary 
local  government  cooperation  (as  in  Sul)pa)t  A — Ai)pen(lix  i,  Article  VIII)  are  not 
containetl  in  the  ordinance  or  other  enactmtmt  creating  the  IHA,  the  llIA  shall 
submit  an  executed  cooperation  agreement,  or  a  shov/ing  that  a  cooperation 
agreement  already  exists  for  the  location  involved  sufficient  to  cover  the  number 
of  units  in  the  application. 

(b)  Action  on  Application.  (1)  HUD  shall  begin  processing  of  a  complete  applica- 
tion as  soon  as  possiljle  after  receipt.  Within  10  working  days  of  its  receipt  of 
the  application,  HUD  shall  notify  the  applicant  of  the  approximate  date,  which 
shall  ))e  as  soon  as  possible,  by  which  IITjD  will  act  on  the  application. 

(2)  The  application  shall  designate  at  least  the  general  locations  of  the  proposed 
housing.  To  expedite  processing,  the  application  may  be  accompanied  by  com- 
ments on  the  application  by  the  Chief  Executive  Officer  on  behalf  of  the  local 
government.  (For  areas  with  a  Housing  Assistance  Plan,  see  §  891.203(b).  For 
other  areas,  see  §  891.304(b).) 

(3)  0MB  Circular  A-95  includes  the  following  provisions: 

Applications  from  federally  recognized  Indian  tribes  are  not  subject  to  the 
requirements  of  0MB  Circular  A-95.  However,  Indian  tribes  may  voluntarily 
participate  in  the  Project  Notification  and  Review  System  and  are  encouraged 
to  do  so.  Federal  Agencies  will  notify  the  appropriate  State  and  areawide 
clearinghouses  of  any  applications  from  federally  recognized  Indian  tribes 
upon  their  receipt.  Where  a  federally  recognized  Tribal  Government  has 
estai^lished  a  mechanism  for  coordinating  the  activities  of  Tribal  depart- 
ments, divisions,  enterprises,  and  entities.  i*'ederal  agencies  will,  upon  request 
of  such  Tribal  Government  transmitted  through  the  Office  of  Management 
and  Budget,  require  the  applications  for  assistance  under  programs  covered 
by  this  Part  from  such  Tribal  departments,  divisions,  enterprises,  and 
entities  be  subject  to  review  by  such  Tribal  coordinating  mechanism  as 
though  it  were  a  State  or  areawide  clearinghouse. 

(4)  If  the  application  is  approved,  a  Program  Reservation  on  the  form  pre- 
scribed by  HUD  shall  be  issued  to  the  IHA.  The  Program  Reservation  shall 
specify  whether  the  Project  is  Rental  or  Mutual  Help,  the  total  number  of 
dwelling  units,  and  the  numlx-r  of  units  for  the  elderly  or  handicapped,  if  any. 
The  Program  Reservation  shall  set  a  time  limit  of  not  to  exceed  one  year  within 
which  the  IHA  must  submit  an  approvable  Development  Program.  (See  §  805.208 
(d)). 

(5)  If  the  application  is  disapproved,  HUD  shall  give  the  IHA  a  written  notifica- 
tion of  disapproval  and  of  the  reasons  therefor.  If  the  application  is  approved 
for  fewer  units  than  requested,  HUD  shall  issue  a  Program  Reservation  with 
respect  to  the  total  number  of  dwelling  units  approved,  and  the  written  notifica- 
tion to  the  IHA  shall  include  a  statement  of  the  reasons  for  not  approving  the 
number  of  units  requested.  The  notification  under  this  paragraph  (b)(5)  shall 
state  the  time  within  which  any  objections  to  the  HUD  action  may  be  presented 
to  the  field  office  director. 

§805.207    Prerequisites  for  application  approval. 

(a)  Determination  of  Administrative  Capability.  An  application  shall  not  be 
approved  unless  HUD  determines  that  the  IHA  has,  or  will  achieve  within  a 
reasonable  time  prescribed  by  HUD,  the  capability  to  provide  adequate  adminis- 
tration in  compliance  with  all  apphcable  HUD  requirements  of  the  proposed 
Project  and  other  IHA  Projects  without  an  unreasonable  need  for  continuing 
HUD  assistance.  Approval  of  an  application  shall  not  be  withheld  because  of 
minor  administrative  deficiencies.  As  a  minimum,  however,  the  IHA  shall  have 
the  capaljility  to  comply  with  all  HUD  requirements  for  prompt  completion  of 
development,  the  maintenance  of  complete  and  accurate  books  of  accounts  and. 
records,  the  proper  handling  of  funds,  the  timely  preparation  and  sul^mission  of 
reports,  the  maintenance  of  the  property,  the  occupancy  of  the  housing  units, 
determination  of  rents  and  required  Homebuyer  paj^ments,  the  Prompt  collection 
of  rents  and  required  Homebu3'er  payments,  and  the  prompt  processing  of  evictions 
in  cases  of  nonpayment  or  othei-  serious  breach  of  a  lease  or  Homebuyer  agreement. 

(6)  Action  When  IHA  Lacks  A^dministrative  Capabilitij.  (1)  If  HUD  cannot 
approve  an  apphcation  because  the  IHA  does  not  have  the  capability  to  provide 
adequate  administration  of  the  proposed  Project  and  other  IHA  Projects,  and  if 
the  IHA  wishes  to  achieve  and  maintain  such  capability,  HUD  shall  assist  the 
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IHA  to  the  extent  of  funds  and  staff  available  to  HUD  for  this  purpose.  In  such 
case,  an  appUcation  will  be  approvable  after: 

(i)  Adequate  administrative  capability  has  been  achieved;  or 
(ii)  The  IHA  has  adopted  a  plan,  satisfactory  to  HUD,  to  achieve  adequate 
administrative  capability  within  a  specified  reasonable  time,  and  after  the 
IHA  has  demonstrated  good  faith  and  diUgence  in  carrying  out  the  plan.  If 
achievement  of  final  goals  under  such  a  plan  will  require  an  extended  period 
of  time,  the  plan  shall  include  interim  goals.  The  achievement  of  interim  goals 
may  be  considered  by  HUD  to  be  a  sufficient  demonstration  of  the  IHA's 
good  faith  and  diligence  in  carrying  out  the  plan. 
(2)  If  HUD  determines  that  the  number  of  required  units  is  too  small  for 
development  of  adequate  administrative  capability,  the  IHA  shall  be  so  advised, 
with  a  recommendation  to  combine  with  other  IHAs  or  to  obtain  necessary 
assistance  from  the  tril^e,  the  BIA  or  other  sources. 

(c)  Preliminary  Feasibility  Determination.  An  application  for  a  Program  Reserva- 
tion ma}^  be  approved  only  if  HUD  determines  that  it  is  likely  that  the  feasil)ility 
requirements  for  approval  of  the  Development  Program  under  §  805.220  or 
§  805.404(g),  as  the  case  may  be,  can  be  met. 

§805.208    Interagency  and  tribal  coordination. 

(a)  Inasmuch  as  several  agencies  (IHA,  HUD,  BIA  and  IHS)  and  the  tribal 
government  each  have  an  essential  role  to  play  and  contribution  to  make  to 
development  of  a  Project,  the  process  of  cooperation  and  coordination  shall  begin 
as  soon  as  prospective  sites  have  been  identified  and  shall  thereafter  continue 
throughout  the  development  process. 

(b)  In  the  case  of  IHA's  established  by  tribal  ordinance,  each  preliminary  Site 
Report  which  is  submitted  to  HUD  for  tentative  site  approval  shall  be  accom- 
panied by  written  concurrence  of  the  tribal  government,  in  addition  to  the  ap- 
provals of  BIA  and  IHS  in  accordance  with  §  805.217(a).  The  concurrence  of 
each  party  shall  constitute  a  commitment  by  the  party  that  it  will  provide  the 
funds,  actions  and/or  services  which  have  been  agreed  upon,  and  that  this  com- 
mitment will  not  be  released  unless  the  Program  Reservation  is  cancelled.  The 
final  decision  as  to  site  approval  shall  ])e  made  by  HUD. 

(c)  The  IHA  shall  submit,  with  or  prior  to  approval  of  the  Development  Pro- 
gram, and  agreement  between  the  IHA  and  the  tribal  government  which  shall 
describe,  as  specifically  as  possible,  the  funds,  action  and /or  services  which  are 
to  he  provided  by  the  BIA,  those  which  are  to  be  provided  by  the  IHS,  and  those 
which  are  to  be  provided  by  the  tribal  government  itself  (including  block  grant 
or  other  funds,  as  applicable).  The  agreement  shall  also  express  the  tribal  govern- 
ment's commitment  to  use  its  l^est  efforts  to  assure  that  the  funds,  actions  and/or 
services  so  identified  will  be  provided  as  needed  for  purposes  of  prompt  develop- 
ment of  the  project.  The  tribal  government  shall  have  the  basic  responsibility  for 
agreeing  with  IHS  and  BIA  for  the  necessary  participation  and  or  contribution  by 
the  BIA  and  IHS. 

(d)  Promptly  after  issuance  of  the  Program  Reservation,  a  Project  Coordina- 
tion Meeting  shall  be  held  in  accordance  with  the  procedures  stated  in  paragraph  3 
of  the  Interdepartmental  Agreement.  The  tribal  government  shall  be  represented 
at  this  meeting.  Periodically,  the  tribal  government,  the  IHA,  HUD  and  the  other 
concerned  federal  agencies  shall  consult  and  evaluate  the  progress  of  the  Project 
development,  identify  any  problems  which  may  threaten  compliance  with  the 
one-year  time  limit  for  submission  of  an  approvable  Development  Program  (see 
§  805.200)  and  agree  upon  appropriate  corrective  action.  If  it  appears  at  the  last 
such  evaluation  prior  to  the  end  of  the  one-year  period  that  the  time  limit  will  not 
be  met,  the  parties  shall  determine  whether  an  approvable  Development  Program 
can  be  submitted  in  a  reasonable  time  and  whether  an  extension  of  the  time  limit 
should  be  recommended  to  HUD.  After  considering  the  results  of  the  evaluation. 
HUD  shall  determine  whether  to  extend  th(^  time  limit,  or  to  cancel  the  Program 
Reservation  and  commitment  of  contract  and  budget  authority  thereunder. 

Ce)  After  approval  of  the  Development  Program,  similar  periodic  meetings 
shall  Ix'  continued  for  purposes  of  assuring  timely  comph^tion  of  construction  to 
tho  point  of  occupancy. 

^f)  In  the  case  of  projects  for  which  no  financial  assistance  is  to  be  provided  by 
IHS  or  BIA,  tluMr  participation  in  carrying  out  the  provisions  of  this  section  shall 
be  encouraged. 
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§  805.209    Preliminary  loans. 

(a)  If  an  application  is  Mpproved  and  a  Program  Reservation  is  issiiecl.  II UD 
may  approve  a  Preliminary  Loan  to  pay  the  cost  of  preliminary  surveys  and 
planning  (including  the  cost  of  appraisals  in  respect  to  the  number  of  units  c<»vei(!d 
by  the  Preliminary  Loan  Contract.  Exce[)t  as  provided  in  paragraph  (b)  of  this  sec- 
tion, the  amount  of  the  Preliminary  Loan  may  not  b(^  more  than  3  percent  of  a 
Total  Development  Cost  which  can  be  suiJj)orted  by  the  amount  of  ACC^  Contract 
Authority  obligated  under  the  Program  Reservation. 

(b)  HUD  may  approve  Preliminary  Loan  funds  in  addition  to  the  3  percent  or 
for  purpos(»s  other  than  preliminary  surveys  and  planning.  If  it  has  becm  shown  to 
the  satisfaction  of  HUD  that  (1)  Because  of  unusual  circumstances  it  is  essential 
that  Development  Costs  in  such  amount  or  for  such  purpose  be  incurred  pv'iov  to 
execution  of  the  ACC,  (2)  the  Project  will  successfully  proceed  to  ACC,  and  (3) 
the  governing  bod}^  of  the  locality  has  agreed  to  provide  the  local  cooperation 
required  by  the  Act. 

(c)  Preliminary  Loan  funds  shall  in  no  event  be  provided  or  used  for  purposes, 
or  in  amounts,  that  would  not  be  approvable  for  inclusion  in  a  Development  Cost 
Budget. 

(d)  The  IHS  shall  submit  for  HUD  approval,  together  with  the  application  for  a 
Preliminary  Loan,  a  proposed  Prehminary  Loan  Budget.  Preliminary  Loan  Funds 
shall  not  l)e  approved  or  expended  except  in  accordance  with  a  HUD-approved 
Preliminary  Loan  Budget. 

(e)  Use  of  development  or  operating  funds  of  other  Projects  under  ACC  to 
cover  costs  for  a  Pi'oject  which  has  not  reached  ACC  is  strictly  prohibited. 

§805.210    Development  program. 

The  ACC  for  a  Project  shall  not  be  executed  until  the  IHA  has  adopted,  and 
HUD  has  approved,  the  Development  Program  for  the  Project. 

§805.211    Contracts  in  connection  with  development. 

(a)  The  IHA  shall  not  enter  into  the  Construction  Contract  for  a  Project  prior 
to  execution  of  the  ACC  for  the  Project. 

(b)  The  IHA  shall  not,  without  HUD  approval,  enter  into  any  contract  in 
connection  with  the  development  of  a  Project,  including  contracts  for  work, 
materials  or  equipment,  or  for  architectural,  engineering,  consultant,  legal,  or 
other  professional  services,  without  HUD  approval.  This  requirement  shall  not 
apply  to  MHO  Agreements  in  the  form  prescribed  by  HUD  or  such  other  types  of 
contracts  as  HUD  may  specify. 

(c)  The  IHA  shall  not  award  a  Construction  Contract  for  the  Project  until 
the  prospective  contractor  has  demonstrated  the  technical,  administrative  and 
financial  capability  to  perform  contract  work  of  the  size  and  type  involved  and 
within  the  time  provided  under  the  contract. 

§805.212    Design. 

(a)  The  design  of  the  housing  shall  take  into  account:  (1)  The  extra  durability 
required  for  safety  and  security  and  economical  maintenance  of  such  housing, 
(2)  the  provision  of  amenities  designed  to  guarantee  a  safe  and  healthy  family 
life  and  community  environment,  (3)  the  application  of  good  de&ign  as  an  essen- 
tial component  of  such  housing  for  safety  and  security  as  well  as  other  purposes, 
(4)  the  maintenance  of  quality  in  architecture  to  reflect  the  standards  of  the  com- 
munity, (5)  climatic  conditions,  and  (6)  the  need  for  maximizing  the  conservation 
of  energy  for  heating,  lighting,  and  other  purposes.  The  Minimum  Property 
Standards  (24  CFR  Part  200,  Subpart  S)  shall  also  be  taken  into  account,  but 
shall  not  be  controlling. 

(b)  The  IHA  shall  prepare  and  submit  to  HUD  a  basic  outline  for  a  minimum 
acceptable  house  for  its  jurisdictional  area  in  accordance  with  the  applicable  design 
standards,  and  attendant  water  supply  and  waste  disposal  facilities.  This  shall 
be  done  after  appropriate  consultation  with  families  to  be  housed.  This  recom- 
mended outline  should  provide  for  variations  of  the  interior  to  suit  particular 
cultural  or  family  needs  and  for  exterior  variations  such  as  in  type  of  material, 
roof  design  and  overhangs.  HUD  shall  approve  a  basic  outline  of  the  housing  and 
facilities  which  HUD  has  determined  can  be  constructed  within  the  applicable 
prototype  cost  limit,  and  the  maximum  total  construction  contract  price  which 
has  been  determined  to  be  reasonable.  These  amounts  shall  be  stated  in  HUD's 
approval,  and  shall  be  included  in  the  advertisement  for  proposals  or  bids  pur- 
suant to  §  805.203(g).  Following  HUD  approval  of  the  basic  outhne  the  IHA 
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shall  prepare  the  drawings  and  specifications  needed  for  advertisement  for  pro- 
posals or  bids  (see  §  805.203)  and  shall  submit  these,  together  with  the  remainder 
of  the  documents  needed  for  purposes  of  the  advertisement,  to  HUD  for  its 
approval. 

§805.213    Prototj'pe  costs  in  Indian  areas. 

(a)  Establishment  of  Special  Separate  Prototype  Cost  Areas.  Where  trade  condi- 
tions and  economic  influences  cause  construction  costs  in  an  Indian  Area  or  portion 
thereof  to  be  significantly  different  from  such  costs  in  adjoining  areas,  HUD  shall 
estabhsh  or  amend  the  pubhshed  portion  thereof,  as  a  separate  Indian  prototype 
cost  area. 

(b)  Factors  to  be  Considered  in  Establishing  Prototype  Cost  for  Separate  Prototype 
Cost  Areas.  (1)  When  HUD  estabUshes  or  amends  the  published  prototype  costs 
for  a  separate  Indian  prototype  costs  area  (See  Appendix  A  to  24  CFR,  Part  941), 
consideration  shall  be  given  to  all  relevant  factors  including  pertiment  trade  condi- 
tions and  economic  influences.  The  factors  to  be  considered  include,  where  appli- 
cable, the  folio  whig:  Local  customs;  abnormal  climatic  conditions:  the  logistical 
problems  associated  with  projects  of  remote  location,  low  densit\^  and  or  scattered 
sites;  availabihty  of  skilled  labor  or  acceptable  materials;  provisions  for  the  use  of 
wood  or  coal  as  an  alternative  heat  source;  and,  with  respect  to  trust  or  restricted 
land,  the  unavailabihty  of  the  legal  protection  normally  available  for  enforcement 
of  claims  by  contractors,  laborers  and  materialmen.  In  addition,  prototype  costs 
shall  provide  for  features,  appropriate  for  the  area,  designed  to  conserve  energy, 
lower  utility  costs,  or  utilize  indigenous  energy  sources. 

(2)  The  determination  of  prototype  cost  is  based  on  a  prototype  design.  A  copy 
of  the  prototype  design  on  which  a  published  prototj^pe  cost  is  based  shall  be  sup- 
plied to  the  I  HA,  for  guidance  in  preparing  the  basic  house  design  under 
§  805.212(b). 

(c)  Revision  of  Prototype  Cost.  IHAs  shall  design  projects  that  can  be  built 
within  the  p^otot^-pe  cost  limit  and  the  maximum  total  construction  contract  price 
as  determined  by  HUD  under  §  805.212(b).  If  the  IHA  finds  that  a  proposed 
house  design  cannot  be  built  within  110  percent  of  the  existing  prototype  cost 
because  construction  costs  have  increased  since  the  date  of  the  data  on  which  the 
existing  prototype  cost  was  based  (but  not  because  the  design  has  more  expensive 
features  than  the  prototype  design),  the  IHA  shall  so  state  in  its  submission  to 
HUD  of  the  basic  outhne  pursuant  to  §  805.2 12(b)  and  request  a  revision  of  the 
prototype  cost.  The  request  shall  be  accompanied  b.v  evidence  of  the  cost  increase. 
HUD  shall  agree  to  revise  the  prototype  cost  only  if  (1)  it  determines  that  the 
evidence  of  cost  increases  supports  the  request  and  (2)  the  design  cannot  be 
modified  to  reduce  the  cost  sufficient  to  permit  construction  without  a  revision  of 
the  prototype  cost. 

§  805.214    Development  cost. 

(a)  Total  Development  Cost.  The  IHA  shall  complete  development  of  each  Project 
at  the  lowest  possible  cost,  and  in  no  event  at  a  cost  in  excess  of  the  Total  Develop- 
ment Cost  approved  by  HUD. 

(b)  Cost  Limits — (1)  Prototype  Cost  Limit — N^ew  Construction  Projects.  Dwelling 
construction  and  equipment  cost  for  a  new  construction  Project  shall  not  exceed 
the  sum  of  the  unit  prototype  costs  (as  published  by  HUD  for  the  area)  for  the 
homes  of  various  sizes  and  types  comprising  the  JProject;  Provided,  That  this 
limit  may  be  increased  to  an  amount  not  (exceeding  110  percent  of  such  sum,  if 
approved  by  HUD  on  the  basis  of  special  justification. 

(2)  Acf/iiisition  Projects.  For  a  Project  developed  under  the  Acquisition  method 
(see,  §  805.20;3('d)),  Total  Development  Cost  shall  not  exceed  90  i)ercent  (or  an 
approjjriately  lower  percentage  if  the  Project  has  a  projected  useful  life  of  less  than 
40  years  in  the  case  of  a  Rental  Project,  or  of  less  than  25  years  in  the  case  of  an 
MH  Project)  of  the  imputed  Development  Cost  of  a  comparable  hypothetical 
newly  constructeri  low  income  housing  project. 

(c)  Streets  and  Driveways.  The  Development  Cost  of  a  Project  may  include 
the  planning,  construction  and  inspection  costs  of  providing  on-site  streets, 
sidewalks,  curi)ing  and  streetlights  for  such  Project.  Where  lilA  is  to  assume 
responsibility  for  maintenance  of  streets  after  the  housing  development  is  com- 
pleted, JilA  shall  be  given  the  ojiportunity  to  review  the  design  and  to  inspect 
tlie  construction  of  the  sti-eet.  The  cost  of  driveways  within  the  boundaries  of  a 
multi-unit  site,  or  within  the  boundaries  of  the  ind'ivicUial  homesites,  in  the  case 
of  a  bcattered  site  Project,  may  also  be  included  in  Development  Cost.  The  total 
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cost  of  drivewa3'S  may  not,  unless  specifically  agreed  to  by  TIUH,  excood  one 
and  one-half  percent  of  the  HUD-approved  Dwelling  Construction  and  Eciuipinent 
Cost  for  the  Project.  Development  Cost  shall  not  include  the  cost  of  providing 
the  access  roads  referred  to  in  §  805.21G(b).  The  cost  of  obtaining  access  to  the 
site  during  construction,  or  costs  due  to  dola.ys  in  construction  because  of  in- 
accessibility of  the  site,  shall  not  be  included  in  Development  Cost. 

(d)  Water  and  Sanitation;  Ele'-tricily  and  Fuel  Dioirihution  S'/slerns. 
Development   Cost  may  include:    (1)    The  costs  of  providing  water,   sower, 

electrical  and  fuel  facilities  within  the  Ijoundaries  of  any  multi-unit  site,  or 
within  the  boundaries  of  the  individual  homesites  in  the  case  of  a  scattered  site 
Project;  hookups  to  the  appropriate  distriljution  systems,  if  such  systems  are 
available  to  the  multi-unit  site,  or  to  the  homesites  of  a  scattered  site  Project; 
or  the  pro  rata  cost  of  a  community  water  and  sewer  system  where  required  in 
accordanc'e  with  section  8h(2)  of  the  Interdepartmental  Agreement.  Where 
re.isonably  short  extensions  are  needed  to  make  the  utility  distril)ution  system 
aviiilable  to  the  site,  such  costs  may  be  included  in  the  Development  Cost  if  the 
cost  can  be  justified  on  the  basis  of  net  savings  in  the  Development  Cost  or 
long-term  savings  based  upon  utility  analysis. 

(2)  The  costs  of  providing  on-site  wells,  septic  tanks,  electrical  generating 
and  fuel  storage  facilities  and  distribution  systems. 

(e)  Exclusion  of  Costs  for  Facilities,  Imj)rovements  or  Services  to  he  Provided  by 
IHS  or  BIA.  Development  Cost  shall  not  include  costs  of  the  facilities  or  improve- 
ments described  in  paragraphs  (c)  or  (d)  of  this  section  which  are  to  be  provided 
by  the  local  government  or  utility  company  or  with  respect  to  an  IHA  of  a 
Federally  Recognized  Tribe  by  IHS  or  BIA,  or  of  services  to  be  provided  by 
IHS  or  BIA  pursuant  to  the  Interdepartmental  Agreement,  unless  such  costs 
are  offset  by  other  parties  assuming  costs  that  would  otherwise  be  included  in 
the  development  cost. 

(f)  Nondwelting  Facilities.  Management,  maintenance,  and  community  spac6 
and  facilities  may  be  approved  for  inclusion  in  the  Development  Cost  for  a  Rental 
or  an  MH  Project.  In  addition,  where  necessary  and  feasible  to  achieve  adequate 
fire  protection,  HUD  may  approve  inclusion  of  the  cost  of  providing  adequate 
fire  v\-arning  devices  and  extinguishing  equipment,  and  also  maj^  approve  inclusion 
of  all  or  a  part  of  the  reasonable  expense  of  obtaining  the  required  fire-fighting 
equipment  and  space  for  its  storage.  In  areas  subject  to  severe  storms,  consid- 
eration may  also  be  given  to  the  inclusion  of  the  cost  of  storm  shelter  space  in  a 
Project. 

(g)  Contingency  Allowance.  HUD  may  permit  a  contingency  allowance  of  up 
to  five  percent  for  a  Project  developed  under  the  Conventional  or  Force  Account 
method,  and  up  to  one  percent  for  a  Project  developed  under  the  Turnkey  method. 
However,  if  HUD  determines  in  writing  that  a  higher  contingency  allowance  is- 
necessary  l^ecause  of  special  circumstances  set  forth  in  the  determination,  a 
higher  contingency  allowance  may  be  permitted,  not  to  exceed  ten  percent  for  a 
Project  developed  under  the  Conventional  or  Force  Account  method,  and  three 
percent  for  a  Project  developed  under  the  Turnkey  method. 

(h)  Initial  Insurance  Premiums.  The  insurance  premiums  for  the  first  three 
years  may  be  included  in  Development  Cost,  with  no  obligation  for  reiml^urse- 
ment  from  operating  receipts. 

(i)  Training  of  tenants.  The  Development  Cost  Budget  submitted  with  the 
Development  Program  for  a  Rental  Project  may  include  an  estimated  amount  for 
costs  of  a  HUD-approved  tenant  counseling  program  (for  counseling  of  home- 
buyers  in  MH  projects  see  §  805.429)  not  to  exceed  $500  per  dwelling  unit  (in- 
cluding follow-up  needs  during  the  management  stage  and  counseling  in  connec- 
tion with  turnover).  The  approved  amount  for  counseling  shall  be  included  in  the 
Contract  Award  Development  Cost  Budget. 

§805.215    Design  for  economy  in  fuel  consumption. 

(a)  Choice  Among  Feasible  Options.  In  selecting  from  among  feasible  options 
and  in  designing  installations  for  heating  and  cooking,  particular  attention  shall 
be  given  to  maximum  economy  in  the  cost  of  fuel,  adequacy  for  the  pin-poses 
intended,  maximum  economy  in  maintenance  and  the  long-term  reliability  of 
fuel  supplies.  All  options  which  are  feasible  in  the  locality  shall  be  examined,  and 
HUD  shall  provide  technical  assistance  for  this  purpose. 

(b)  Cost  of  Alternate  Fuel  System.  Development  Cost  may  include,  where  availa- 
bility and  cost  of  fuel  and  local  preferences  indicate,  the  design,  construction  and 
equipment  costs  of  an  alternate  fuel  system,  either  primary  or  supplemental,  such 
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as  coal  or  wood  stove?  or  fireplaces.  Where  locally  available  coal  or  wood  offers  a 
ready  supply  of  fuel  at  costs  less  than  those  of  other  fuels  which  might  be  used, 
strong  consideration  should  l3e  given  to  requests  for  the  installation  of  stoves  or 
fireplaces  as  a  supplemental  or  primary  system  for  heating  and/or  cooking.  A 
further  possibility  is  the  supplemental  installation  of  stove  flues  only,  which 
would  permit  residents  to  install  coal  or  wood  burning  stoves  at  their  individual 
option  and  expense. 

§805.216    Site  selection. 

(a)  Relation  to  Local  and  Regional  Plans.  Site  selection  shall  be  made  with  due 
regard  for  local  and  regional  plans. 

(b)  Access  Roads.  An  access  road  up  to  the  boundaries  of  a  multi-unit  site  shall 
be  provided  b\'  the  BIA,  the  tribe,  or  other  appropriate  agency  without  cost  to  the 
Project.  In  the  case  of  a  scattered  site  Project,  access  roads  up  to  the  boundaries 
of  the  individual  homesites  shall  be  provided  l)y  the  Homebuyer,  the  tribe,  or 
other  appropiiate  agency  without  cost  to  the  Project.  In  all  cases,  access  roads 
shall  provide  safe  and  suitable  vehicular  access  at  all  times.  No  site  may  be  ap- 
proved unless  such  access  roads  exist,  or  a  written  assurance  has  l)een  obtained  from 
the  responsible  entity  prior  to  site  approval  that  they  will  be  provided  in  time  for 
construction  purpose?,  and  that  the  requisite  roads  will  be  constructed  in  time  for 
occupancy  of  the  proposed  Project,  and  will  be  maintained  for  continuous  accessi- 
bility to  the  Project. 

(c)  Water  and  Sanitation.  The  IHA  shall,  prior  to  site  approval,  obtain  a  written 
assurance  from  the  IHS,  or  from  the  appropriate  local  agency,  that  water  and 
sanitation  facilities  acceptable  to  the  IHS,  or  to  HUD  where  the  IHS  has  no 
jurisdiction,  exist  or  will  be  provided  in  time  for  occupancy  of  the  housing.  (See 
also  section  8  of  the  Interdepartmental  Agreement). 

(d)  Lighting,  Heating  and  Cooking  Sonrces.  The  IHA  shall,  prior  to  site  approval, 
obtain  a  written  assurance  from  the  appropriate  utihty  companies,  or  other  en- 
tities providing  the  requisite  lighting,  heating  and  cooking  sources,  that  the 
sources  exist  or  will  be  provided  in  time  for  occupancy  of  the  housing.  The  state- 
ment of  assurance  shall  include  the  i-ates  currently  in  effect,  and,  where  possible, 
information  concerning  anticipated  increases  for  the  next  year. 

(e)  Physical  Chaiacteristics  of  Site.  The  physical  characteristics  of  a  site  shall 
be  such  that  the  costs  of  surveys  and  planning,  including  but  not  limited  to  test 
J)orings  and  test  well  drilling,  are  expected  to  l)e  reasonal)le,  and  the  ph3-sical 
characteristics  shall  facilitate  overall  economy  in  site  preparation,  const luction 
anrl  management. 

(f)  Topography.  (1)  Sites  with  dominant  grades  in  excess  of  ten  percent  shall 
be  avoided  where  possible. 

(2)  Low-lying  and  flat  sites  shall  not  l)e  approved  unless  practical  and  economi- 
cal means  of  surface  drainage  can  be  provided  to  accommodate  the  level  of  rainfall 
expected. 

(3)  The  topography  shall  permit  an  acceptable  arrangement  for  the  proposed 
number  and  type  of  units.  If  the  topography  of  a  proposed  site  raises  serious  doubt 
as  to  the  suitability  of  the  site,  HUD  may  require  the  preparation  of  site  feasibility 
study  in  order  to  establish  whether  the  site  can  be  utilized  satisfactorily. 

(g)  Subsurface  Conditions  and  Natural  Hazards.  (1)  Where  there  is  any  evidence 
to  suggest  that  a  site  may  have  un.^uitable  bearing  qualities  for  foundations  and/or 
underground  utilities  or  excessive  areas  of  rock  to  be  excavated,  tentative  site 
approval  shall  not  be  requested  from  II UI)  until  a  preliminary  examination  of  the 
adverse  conditions  has  indicated  that  they  can  be  overcome. 

(2)  No  site  shall  be  selected  if  the  hazard  of  earthslides  exists  either  on  the  site 
or  on  adjacent  or  nearby  land. 

(3)  In  re^^ions  where  local  experience  shows  loss  of  life  or  damage  resulting  from 
earthquakes,  or  in  regions  located  in  zones  1,  2  or  3  as  shown  on  the  Seismic  Risk 
Maps  provided  in  the  III] I)  Minimum  Property  Standards,  precautions  in  de- 
sign shall  be  taken  in  accordance  with  the  requirements  of  the  HUD  Minimum 
Property  Standards. 

(4)  In  general,  .•^ul)surface  soil  investigations,  if  required,  shall  be  undertaken 
as  soon  as  tentative  site  approval  is  ol)tained  from  II  I'D.  Professional  competence 
in  soils  and  foundation  engineering  shall  be  requiicd  for  both  the  performance  of 
the  :  ubsuiface  soil  investigation  and  the  evaluation  of  the  results. 

(.'))  I'inal  site  approval  not  l)e  given  unless  II  I'D  technical  staff  has  determined 
that  th<'re  is  no  reasonable  risk  of  natural  hazard  or  that  such  risk  can  l)e  avoided 
through  proper  design  and  construction. 
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(h)  Flooding.  The  Project  ^hall  not  be  built  in  an  area  that  has  been  i(lentifi(!(I 
by  HUD  as  having  special  flood  hazards  unless  otlu-r  reasonal)le  sites  are  not 
available.  Where  it  is  necessary  to  use  a  site  in  such  an  area,  the  coniinunity  must 
have  entered  the  National  Flood  Insurance*  Progiani  under  the  I'loorl  Disaster 
Protection  Act  of  197;^  (42  U.S.C.  4001  et  seq.),  and  the  Project  must  be  covered 
by  flood  insurance  under  that  Program. 

(i)  Multi-Unit  Sites  }'ersus  Scattered  Sites.  (1)  A  Project  may  consist  of  a 
multi-unit  site,  or  scattered  sites,  or  a  coml)ination.  A  "multi-unit  site"  is  a 
site  for  a  multi-unit  structure  or  structures,  or  where  individual  homesites  are 
contiguous.  "Scattered  sites"  are  where  individual  homesites  are  not  contiguous. 

(2)  Basic  considerations  to  be  taken  into  account  in  selecting  the  type  of  sites 
are: 

(i)   Suitability  for  the  type  of  occupancy  intended  (e.g.  elderly); 

(ii)   The  economical  development  and  operation  of  the  Project. 

(j)  Size  of  Sites.  (1)  The  size  of  a  multi-unit  site  shall  i)e  no  greater  than 
necessary  to  permit  an  acceptable  ai-rangement  for  the  proposed  numl)er  and 
type  of  units. 

(2)  No  inchviflual  homesite,  whether  a  scattered  site  or  included  in  a  multi- 
unit  site,  shall  exceed  one  acre  unless  HUD  approves  the  use  of  a  larger  site  for 
acceptable  reasons,  such  a  compliance  with  local  law  or  BIA  regulations  for  trust 
or  restricted  lands  or  to  meet  sanitary  design  requirements;  however,  the  amount 
to  be  included  in  Development  Cost  for  such  site  shall  not  exceed  the  value  of  a 
one  acre  site. 

(k)  Individually  Owned  Trust  or  Restricted  Land.  A  site  on  individuall}'  owned 
trust  or  restricted  land  shall  not  l)e  approved  by  HUD  unless  HUD  obtains 
written  assurance  from  the  BIA  that,  in  its  judgment,  a  valid  lease  executed  by 
all  necessary  parties  can  be  obtained  within  a  reasonal)le  time  (3-6  months)  after 
issuance  of  the  tentative  site  approval.  HUD  may  approve  a  site  requiring  a 
longer  period  of  time  if  HUD  determines  that  such  longer  period  will  not  unduly 
delay  the  Project. 

§  805.217    Site  approval. 

{•d)  Tentative  Site  Approval.  (1)  The  III  A  shall  i-equest  tentative  HUD  approval 
for  each  site  by  submitting  a  Preliminary  Site  Report  on  a  form  prescribed  by 
HUD,  including  all  required  exhil^its,  and  including  the  written  approval  of  IHS 
or  BIA  when  required  under  the  Interdepartmental  Agreement,  oi-  in  connection 
with  services  or  facilities  to  l)e  provided  by  the  IHS  or  the  BIA.  Tentative  site 
approval  shall  not  be  given  until  the  requirements  for  compliance  with  section 
213  and  with  A-95  (where  applical)le)  have  l)een  met  (see  §  805.206(b)). 

(2)  HUD  shall  notif}^  the  IHA  as  soon  as  possiljle  of  tentative  approval,  condi- 
tional approval,  or  disapproval  of  the  proposed  sites  or  portions  thereof.  The 
notification  to  the  IHA  shall  specifically  state  any  conditions  to  be  met  for  final 
site  approval  and,  in  the  case  of  a  scattered  site  Project,  whether  a  sufficient  num- 
ber of  sites  have  been  approved  for  the  Project  to  proceed.  If  HUD  disapproves 
any  proposed  sites,  it  shall  notify  the  IHA  of  the  reasons  for  disapproval. 

(3)  HUD  approval  of  a  site  is  sul)ject  to  compliance  with  applicable  environ- 
mental procedures  (see  §  805.107). 

(b)  Required  Site  Approval  Before  ACC.  (1)  HUD  shall  not  enter  into  an  ACC 
l^efore  final  site  approval  on  all  project  sites,  except  in  accordance  with  paragraph 
(b)(2)  of  this  section. 

(2)  In  the  case  of  donated  sites,  or  of  contributed  sites  for  which  the  ]MH 
Contribution  Credit  is  $750  or  less  per  site,  HUD  may  permit  final  approval  of 
trust  or  restricted  land  sites  after  ACC  under  these  conditions:  (i)  All  sites  on  the 
project  have  tentative  site  approval  before  ACC;  (ii)  At  least  50  percent  of  the 
sites  have  final  site  approval  before  ACC;  (iii)  It  is  shown  to  the  satisfaction  of 
HUD  that  the  l)alance  of  the  sites  will  probably  meet  the  requirements  for  final 
site  approval  no  later  than  one  year  from  execution  of  the  Construction  Contract; 
(iv)  The  Construction  Contract  shall  provide  that  if  all  sites,  finally  approved 
and  with  executedl  eases,  have  not  been  delivered  by  the  IHA  to  the  contractor 
within  one  year  from  execution  of  the  Construction  Contract  (or  HUD-approved 
extention)  the  Construction  Contract  shall  l:>e  reduced  by  the  amount  attributal)le 
to  the  units  to  be  developed  on  the  undelivered  sites. 

(c)  Time  of  Acquisition  or  Leasing.  No  site  may  be  acquired  or  leased  and  no 
commitment  shall  be  made  to  acquire  or  lease  until  final  site  approval  by  HUD 
and  any  requirefl  approvals  from  IHS  or  BIA,  nor  shall  any  such  action  be  taken 
piior  to  execution  of  the  ACC  unless  HUD  so  authorizes. 
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§  805.218    Types  of  interest  in  land. 

(a)  Sites  on  Trust  or  Restricted  Land.  (1)  Sites  on  tribally  or  individually 
owned  trust  or  restricted  land  shall  be  leased  to  the  IHA  for  a  term  of  not  less 
than  50  years  (25  years,  automatically  renewable  for  an  additional  term  of  25 
years).  For  sites  on  trust  or  restricted  land,  HUD  may  accept  a  Title  Status 
Report  furnished  by  the  BIA  in  Ueu  of  obtaining  other  title  information,  opinions, 
certificates  or  pohcies. 

(2)  "Trust  or  restricted  land"  includes  "tribal  land"  or  "individually  owned 
land"  as  defined  in  25  CFR  13.1.  "Trilval  land"  under  25  CFR  131.1  means 
land  or  any  interest  therein  held  by  the  United  States  in  trust  for  a  tribe,  or  land 
or  any  interest  therein  held  by  a  tribe  subject  to  federal  restrictions  against 
alienation  or  encumbrance.  "Individually  owned  land"  under  25  CFR  131.1 
means  land  or  any  interest  therein  held  by  the  United  States  in  trust  for  an 
individual  Indian,  or  land  or  any  interest  therein  held  by  an  individual  Indian 
subject  to  federal  restrictions  against  alienation  or  encumbrance,  including 
allotted  land. 

(b)  Unrestricted  Land.  Sites  on  unrestricted  land  may  be  either  conveyed  to 
the  IHA  in  fee,  or  leased  to  the  IHA  for  a  term  of  not  less  than  50  years. 

§  805.219    Appraisals. 

(a)  When  Appraisals  are  Required.  If  the  amount  to  be  charged  to  Development 
Cost  for  the  site  exceeds  $750  per  unit,  an  appraisal  shall  be  made  in  accordance 
with  the  standards  pro\ided  in  this  section,  and  in  the  case  of  an  MH  Project 
such  amount  shall  not  exceed  the  limitations  stated  in  §§  805.404(c)  and 
-805.40S(c)  (1).  If  the  cost  of  a  site  does  not  exceed  $750  per  unit,  no  appraisal 
shall  l.)e  required  unless  HUD  determines  that  an  appraisal  is  required  b}^  law. 

(b)  Performance  of  Appraisals.  The  IHA  shall  submit  a  formal  request  for 
apprasial  to  HUD  or  BIA,  as  appropriate.  When  BIA  appraisal  service  is  avail- 
able, appraisals  shall  be  provided  by  the  BIA  in  accordance  with  paragraph  (c) 
of  this  section  (unless  HUD  agrees  to  provide  the  services  in  whole  or  in  part), 
and  shall  be  accepted  by  HUD.  Otherwise,  all  appraisals  shall  be  provided  bv 
HUD. 

(c)  Appraisal  Standards.  (1)  Conformity  with  Appraisal  Standards.  All  ap- 
praisals shall  be  in  conformance  with  established  and  generally  recognized 
apjjraisal  practice  and  procedures  in  common  use  by  professional  appraisers. 
Opinions  of  value  shall  be  based  on  the  best  available  data  properly  analyzed 
and  interpreted. 

(2)  Nature  of  Legal  Interest  in  land.  In  valuing  the  property  interest  to  l)e 
conveyed  to  the  IHA,  appraisals  shall  give  full  consideration  to  the  nature  of 
the  propert}''  interest,  including  any  legal  and  market  restrictions  and  restraints 
on  alienation  that  affect  market  value.  It  shall  l^e  determined  whether  the  interest 
to  be  convej'ed  to  the  IHA  is  fee  simple  title,  an  easement,  a  leasehold  or  another 

f)roperty  right.  In  the  case  of  tribally  or  individually  owned  trust  or  restiicted 
and  to  l)e  leased  to  the  IHA,  the  appraiser  shall  repoit  the  value  of  the  leasehold. 

(3)  Market  Data  Cornparables.  In  the  application  of  the  market  data  approach 
to  valuation,  a  property  shall  be  compared  with  properties  that  have  been  leased 
or  sold  recently  in  the  same  or  competing  maiket  areas.  However,  value  estimates 
shall  not  be  predicated  upon  comparable  sales  or  leases  that  involve  the  IHA 
either  as  seller  or  purchaser,  or  lessor  or  lessee. 

(4)  Valuation  of  Trust  or  Restricted  Land — Market  Data  Approach.  When  the 
interest  to  be  ajipraised  is  a  leasehold  interest  in  tribally  or  individually  owned 
trust  or  restricted  land,  and  comparable  leasehold  transactions  are  not  available, 
the  appraiser  shall  estimate  the  value  of  the  land  as  if  alienal)le  in  fee,  based  on  a 
comparison  of  the  land  hcMiig  valued  with  sales  of  fee  interests  in  comi)arable 
land  in  the  same  or  completing  market  areas.  The  value  of  the  land  as  if  market- 
able in  fee  shall  be  discounted  to  obtain  an  estimate  of  the  value  of  the  leasehold 
interest  which  is  alienal)le.  An  acceptable  estimate  of  the  value  of  the  leasehold 
shall  not  exceed  3^  of  the  estimate  of  the  value  as  if  alienable  in  fee.  This  limit 
may  be  exceeded  only  with  apj)roval  of  the  Assistant  Secretary  for  Housing  in 
exceptional  cases  where  no  other  suitable  sites  are  available. 

§805.220    Financial  feasibility  of  rental  projects. 

Tli<"  financial  feasil)ility  test  for  a  Rental  Project,  which  must  be  met  before  a 
Development  Program  for  the  I'roject  can  be  approved,  shall  be  the  test  applicable 
to  Pr(»jects  subject  to  24  CFR  890.101  et  seq.  (Performance  Funding  System). 
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However,  this  requirement  may  l)e  modified  with  the  approval  of  the  1117 D 
Assistant  Secretary  for  Housing  in  cases  involving  exceptional  ciicumstances. 
The  financial  feasibility  test  for  an  MH  Project  is  stated  in  §  805.404(g). 

§805.221    Construction  inspection. 

(a)  I II A  InapecLioiis.  (1)  Whatever  the  projection  method  userl,  the  IHA  shall  be 
responsible  for  providing  inspections  during  construction  (and  suflicient  develop- 
ment funds  shall  be  provided  for  this  purpose)  which  shall  be  jx'rformed  by  an 
architect,  engineer  or  other  qualified  person.  These  inspections  shall  be  peiformed 
with  such  frequency  and  under  such  procerlures  as  the  IHA  determines  with  HUD 
approval  are  sufficient  to  assure  completion  of  quality  housing  in  accordance  with 
the  approved  contract  documents.  IHA  construction  inspectors  shall  be  selected 
by  the  IHA  and  approved  by  HUD. 

(2)  The  IHA  shall  promptly  forv.ard  a  copy  of  each  inspection  report  to  HUD 
with  comments  on  action  taken  to  remedy  deficiencies  disclosed  by  the  report. 
Because  remote  or  scattered  sites  are  sometimes  used  for  Indian  housing,  and 
inspections  at  such  sites  may  be  more  expensive,  HUD  may  approve,  where 
necessary,  a  larger  amount  for  the  cost  of  IHA  inspection  than  provided  under 
regular  program  requirements. 

(b)  HUD  Inspections.  HUD  representatives  shall  make  ute  visits  from  time  to 
time,  and  shall  make  a  report  to  HUD  of  each  of  their  visits.  HUD  shall  send  a 
copy  of  each  report  to  the  IHA,  with  HUD's  recommendation  of  the  action,  if 
any,  to  be  taken  by  the  IHA.  The  HUD  report  shall  include  its  evaluation  of  the 
adequacy  of  the  IHA  inspections  and  the  IHA  actions  with  respect  thereto. 

(c)  Inspection  Upon  Completion.  (1)  The  contractor  shall  notify  the  IHA  in 
writing  as  to  the  date  when,  in  his  opinion,  the  contract  v>ork,  or  stage  when 
applicable,  wiU  be  completed  and  ready  for  final  inspection.  If  the  IHA  determines 
that  the  state  of  the  work  is  as  represented,  the  IHA  siiall  promptly  notify  HUD 
and  request  HUD's  participation  in  the  final  inspection.  The  final  in:spection  shall 
be  made  jointly  hj  the  represr ntatives  of  the  IHA,  HUD  and  the  contractor.  In 
the  case  of  an  MH  Project,  each  Homebuyer  shall  also  be  invited  to  participate  as 
an  observer  in  the  inspection  of  his  Home,  and  shall  be  given  a  copy  of  the  in- 
spection report,  but  acceptance  shall  be  by  the  IHA  with  HUD  approval. 

(2)  If  the  inspection  discloses  no  deficiencies  other  than  punch  list  items,  or 
items  awaiting  seasonal  opportunity  to  complete,  the  IHA  shall  submit  for  HUD 
approval  an  Interim  Certificate  of  Completion,  which  shall  detail  the  items. 
The  IHA  shall  also  submit  for  HUD  approval  a  proposed  time  schedule  agreed  to 
by  the  contractor  for  completion  of  the  items.  Upon  HUD  approval  of  the  Interim 
Certificate  and  schedule  for  completion,  the  IHA  may  release  the  monies  to  the 
contractor  less  the  withholdings  required  by  the  Construction  Contract,  The 
IHA  may  permit  occupancy  prior  to  IHA  sign-off  on  all  punch  list  items  and 
items  awaiting  seasonal  opportunity. 

(3)  The  contractor  shall  complete  the  punch  fist  items,  and  items  awaiting 
seasonal  opportunity  to  complete,  in  accordance  with  the  time  schedule  for 
completion  of  the  items  as  approved  by  HUD.  The  contractor  will  be  paid  for 
such  items  only  after  inspection  and  acceptance  by  the  IHA  and  HUD  approval; 
and  the  IHA  shall  not  accept  any  item  if  there  is  a  dispute  as  to  whether  such 
items  have  been  completed.  If  the  IHA  is  satisfied  that  the  applicable  require- 
ments of  the  Construction  Contract  have  been  met,  the  IHA  shall  submit  for 
HUD  approval  a  Final  Certificate  of  Completion  and  release  to  the  contractor 
the  amounts  withheld  with  respect  to  such  items  in  accordance  with  the  appUcable 
provisions  of  the  Construction  Contract. 

§805.222    Inspections  after  acceptance  and  enforcement  of  warranties. 

(a)  The  Construction  Contract  shall  specify  the  warranty  periods  applicabl6 
to  items  completed  as  of  the  date  of  the  approved  Interim  Certificate  of  Com- 
pletion and  to  items  completed  after  the  date  of  the  Interim  Certificate,  and 
shall  also  provide  for  assignment  to  the  IHA  of  manufacturers'  and  suppliers' 
warranties  covering  equipment  or  supplies. 

(b)  The  IHA  shall  inspect  each  dwelling  unit  no  less  often  than  every  three 
months  during  the  contractor's  warranty  period  or  periods,  beginning  three 
months  after  the  date  of  the  approved  Interim  Certificate  of  Completion,  provided 
that  there  shall  be  a  final  inspection  in  time  to  exercise  rights  before  expiration 
of  the  contractor's  warranties  (for  MH  Projects  see  also  §  805.417(b)).  These 
inspections  shall  cover  all  items  under  warranty  as  of  the  time  of  the  inspection, 
including  the  items  covered  by  manufacturers'   and  suppliers'   warranties,   as 
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well  as  those  covered  by  the  contractor's  warranties.  At  each  inspection,  the  IHA 
shall  ol)tain  a  signed  statement  from  the  occupants  as  to  any  deficiencies  in  the 
structure,  equipment,  grounds,  etc.,  so  that  it  may  enforce  any  rights  under 
applical)le  warranties.  The  costs  to  the  IHA  of  making  the  inspections  provided 
for  in  this  paragraph  (h)  shall  be  included  in  Development  Cost. 

§805.223    Cost  to  correct  deficiencies. 

(a)  Responsibility  for  Correction  of  Deficiencies.  Costs  to  correct  deficiencies 
which  are  the  responsibiht}^  of  the  contractor  or  of  an  MH  Ilomebuyer  shall  be 
charged  accordingh\  Costs  which  are  hot  chargeable  to  the  contractor  or  to  the 
Homeljuyer  can  only  be  met  by  increasing  the  Development  Cost  with  an  amend- 
ment to  the  development  cost  budget  where  necessary,  or  })y  charging  the  costs 
to  Project  operating  receipts.  Such  costs  shall  not  be  incurred  without  the  specific 
approval  of  HUD. 

(b)  Amendments.  (1)  The  Development  Program  and  ACC  may  be  amended  to 
provide  amounts  needed  to  coi  rect  deficiencies  (and  damages  resulting  from  the 
deficiencies)  in  design,  construction  or  equipment  where  it  is  not  possible  to  obtain 
timely  correction  or  payment  b}'  the  responsible  parties. 

(2)  In  the  case  of  a  AIH  home,  the  additional  development  cost  for  work  done 
under  this  paragraph  (b)  shall  not  result  in  an  increase  in  the  homebuyer's  purchase 
price.  However,  before  approving  work  on  a  ]\IH  home  for  correction  of  deficiencies, 
the  Field  Office  may  review  the  record  of  the  homebuyer's  compliance  with  the 
^IHO  Agieement,  and  may  require  the  IHA  to  reach  an  agieement  with  the 
Homebuyer  for  the  correction  of  significant  non-compliances. 

Appendix  I — Interdepartmental  Agreement  on  Indian  Housing 

1.  Introduction.  Mof  t  assisted  housing  in  Indian  areas  is  made  available  under  the 
low-income  housing  programs  authorized  by  the  United  States  Housing  Act  of 
1937  (USIi  Act).  For  federally  recognized  tribes,  the  Bureau  of  Indian  Affairs 
(BIA)  in  the  Department  of  the  Interior,  and  the  Indian  Health  Service  (IHS)  in 
the  Depaitmcnt  of  Health,  Education  and  Welfare  furnish  the  principal  necessary 
aflditional  services.  The  puipose  of  this  interdepartmental  Agreement  is  to  ^et 
forth  the  responsil)ilities  of  the  signatory  agencies,  having  in  mind  that  the 
financial  and  contractural  relationships  for  assisted  housing  under  the  USH  Act 
are  l)etween  HUD  and  the  IHAs  and  their  tribal  governments  and  that  this  Agree- 
ment contemplates  promotion  of  the  independent  initiative  and  responsibilities  of 
Ihe  IHAs  and  tril)al  governments  involved.  In  addition,  this  Agieement  specifies 
the  responsibilities  of  IHS  concerning  water  supply  and  sewerage  facilities  not 
only  for  H  UD-sapported  housing  l)ut  also  for  the  BIA-Housing  Improvement 
Program  (HIP). 

2.  J  HI)  Resjjonsibilities.  Except  as  specified  in  this  Agreement,  HUD  will 
assume  all  responsibilities  for  projects  of  IHAs  of  federally  recognized  tribes  under 
the  USH  Act  that  it  normally  does  for  any  project  under  the  USH  Act. 

3.  Coordination  of  Agencies. 

a.  Before  issuing  the  Program  Reservation,'  HUD  will  request  the  IHA  to 
specify  the  time  and  place  for  a  meeting  of  the  IHA  with  representatives  from 
H  UD,  BIA,  IHS  and  any  othei-  agencies  that  may  be  involved.  The  time  and  place 
will  !)('  determined  by  the  IHA  and  furnished  to' HUD  after  consultation  with  all 
participants.  When  HUD  issues  the  Program  Reseivation,  it  shall  send  a  notice 
to  all  Uic  i)articiiKints  of  Xhv  time  and  place  for  the  meeting. 

b.  The  puipose  of  the  meeting  will  i)e  to  decide  ow  the  production  method  and 
to  establish  a  time  schedule  of  all  necessary  actions  to  be  taken  by  the  IHA  and 
the  Federal  agencies  leading  to  the  start  of  ct)nsti-ucti()n  and  all  subsequent  actions 
to  be  taken  during  the  total  development  period.  These  actions  will  include  but 
not  be  limited  to:  site  review,  selection  and  development  as  thev  relate  to  the 
provision  of  water,  sewei-,  house  placement,  access  roads  and  streets  where  appli- 
cable; llomebuyer  training  piogram;  development  program;  execution  of  Annual 
Conlrihutions  Contract;  execution  of  Constiuction  Contract;  construction 
schedule;  and   iii>pect ions  during  construction  and  upon  completion. 

c.  Tlie  time  schedule  agiced  to  at  this  meeting  will  be  signed  bv  each  participant 
m  behalf  of  his  agency  and  hy  a  repr(>sentative  of  the  1 11  A,  and  each  particii)ant 
agency  and  the   IHA,  will  therel)y  agree  to^meet  that   schedule.  Any  dei)arture 

iSee  1805.206(b)(2)  of  the  KcRwlation. 
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from  the  scIkmIuIg  must  l>o  for  good  cause  and  juslilied  in  writing  hy  the  head  of 
the  HUD  field  office,  the  Chairnum  of  the  III  A,  the  BIA  Area  Office  J^iiector 
or  the  IHS  Area  Director,  as  the  case  may  he. 

d.  Complaints  concei'ning  compliance  with  the  time  schedule  or  performance  of 
functions  by  the  participating  agencies  nuu'  be  made  in  writing  to  the  head  of  the 
II UD  fiefd  office  and,  in  that  event,  it  shall  l)e  his  responsibility  to  resolve  th'^ 
matter.  Complaints  and  the  action  taken  with  respect  theieto  shall  l>e  included  in 
the  monthh'  report  required  under  paragraph  e, 

e.  A  monthly  production  progress  repoiting  system  on  HUD-assisted  projects 
compatil)le  with  the  needs  of  II  UD,  BIA  and  IHS  will  be  established  l)y  HUD  in 
consultation  with  the  other  agencies  and  implemented  w^ithin  90  daj's  of  the 
effective  date  of  the  II UD  Indian  Housing  Regulations. 

4.  Related  Statutort/  Requirements.  The  Departments  of  Housing  and  Urban 
Development;  Health,  Education  and  Welfare  and  the  Interior  shall  develop 
memoranda  of  agreement,  which  shall  be  made  a  part  of  this  Agreement,  relating 
to  compliance  with  the  flood  Disaster  Protection  Act  of  1973,  the  National  En- 
vironmental Policy  Act,  the  1974  Historic  and  Archeological  Data  Preservation 
Act,  the  National  Histoiic  Preservation  Act  of  196G,  the  Act  for  the  Preservation 
of  Ameiican  Antiquities,  and  related  Executive  Orders.  Until  such  time  as  the}'  are 
approved,  each  Department  shall  be  responsil)le  for  following  its  own  applicable 
procedures  in  such  manner  as  to  avoid  or  minimize  delays.  Required  clearances  to 
comply  with  these  Acts  will  Ije  included  in  the  time  schedule  worked  out  at  the 
Interdepartmental  coordination  meeting  (see  paragraph  31)). 

5.  Ilomebuyer  Training  Programs,  An  IHA  may  elect  to  use,  without  additional 
HUD  approval,  the  HUD  pi-e-approved  BIA  Homeljuyer  Training  Program 
(HTP).  The  BIA  will  assist  with  this  program  in  accordance  with  responsibilities 
enumerated  in  the  exhibit  to  this  Agreement, 

6.  Other  BIA  Functions. 

a.  Site  selection  and  Land  Acquisition,  Services.  The  BIA  will  assist  an  IHA  with 
site  selection  and  land  acquistion  services,  including  title  evidence  and  furnishing 
the  site  lease  forms  for  both  HUD  rental  and  homeownership  projects. 

b.  Appraisals.  When  rec^uested  by  an  IHA,  the  BIA  will  perform  appraisals  of 
the  proposed  sites  in  accordance  with  the  HUD  and  BIA  regulations. 

c.  Roads.  The  BIA  will  carry  out  its  responsibilities  under  applicable  regulations 
of  the  Department  of  Interior  for  providing  roads,  including  access  roads,  w^hich 
are  not  the  responsibility  of  HUD  under  the  HUD  regulations. 

d.  Management  Services.  Although  there  is  no  commitment  by  the  BIA  for  the 
furnishing  of  assistance  in  the  management  and  operation  of  IHA  projects,  it  is 
underitood  under  this  Agreement  that  where  the  BIA  has  staff  or  facilities  available 
to  provide  such  assistance  and  an  IHA  requests  such  assistance,  the  BIA  will  pro- 
vide it  to  the  extent  feasible. 

7.  Audits. 

a.  The  Office  of  Audit  and  Investigation  (OAI)  in  the  Department  of  the  In- 
tei'io)-,  will  provide  audits  of  IHAs  of  federally  recognized  tril^es  until  federal  fiscal 
3'ear  1977.  The  scope  of  these  audits  will  be  limited  as  follows: 

(1)  As  a  general  rule,  the  audits  will  omit  confirmation  procedures  for  tenants' 
accounts  receivable.  The  audit  opinion  will  be  qualified  or  a  disclaimer  will  be 
made  in  those  instances  where  receivables  are  material.  Other  tests  and  analyses 
applicable  to  receival)les  will  be  applied,  such  as  review  of  billing  procedures  and 
aging  receivables  and  evaluation  of  collection  efiForts.  If  results  of  these  tests  indi- 
cate the  possibilit}'  of  serious  error  or  potential  for  fraud,  OAI  will  attempt  con- 
firmation. 

(2)  Upon  reciuest  of  OAI,  HUD  will  confirm  the  balance  of  outstanding  notes  for 
the  construction  of  the  projects  and  of  HUD  contributions  surplus  accounts. 

b.  Audits  will  be  scheduled  only  upon  recei])t  of  required  financial  statements. 
HUD  procedures  will  provide  that  the  IHA  furnish  a  copy  of  its  financial  state- 
ment to  OAI  at  the  times  it  is  furnished  to  HUD. 

c.  Audits  will  not  be  performed  at  those  IHAs,  such  as  in  Oklahoma  and  Alaska, 
which  are  not  located  on  Federal  Indian  reservations. 

d.  HUD  will  assume  responsibility  for  the  audit  of  IHAs  beginning  with  fiscal 
year  1977. 

8.  W  ater  Supply  and  Sewage  Facilities. 

a.  General.  The  IHS  has  general  responsibility  to  provide  water  supply  and 
sewage  facilities  for  those  Indians  and  Alaska  Natives  who  are  eligible  to  receive 
such  benefits  under  the  Indian  Sanitation  Facilities  and  Construction  Act  (Pub. 

41-094—79 9 
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L.  86-12]).  The  IHS  will  exercise  this  responsibility  with  respect  to  facilities 
required  to  serve  Indian  homes  constructed  or  improved  with  the  support  of  HUD 
or  BIA  to  the  extent  that  funds  are  specilically  appropriated  by  the  Congress  for 
such  facilities  and  as  agreed  upon  under  the  terms  of  this  Agreement. 

b.  Planning  for  Budget  Purposes.  Sixteen  months  prior  to  the  beginning  of  a  fiscal 
rear  during  which  IHS  will  be  required  to  furnish  sanitation  facilities,  HUD  and 
'BIA  will,  to  the  extent  possible,  advise  IHS  with  respect  to  the  number  and, 
where  possible,  the  location  of  HUD-assisted  housing  starts  and  of  HIP  units  of 
housing  improvement  to  be  stai'ted  during  that  fiscal  year.  (If  the  information 
cannot  be  provided  at  that  particiular  time,  HUD  and  BIA  will  notif}"  the  IHS 
Director  in  writing  accordingly).  IHS  will  use  this  information  in  developing  its 
budget  request  to  assure  that  adequate  funds  are  included  to  support  construction 
of  all  necessary  sanitation  facilities  for  HUD-assisted  and  HIP  housing  units. 

c.  Evaluation  of  Housing  Site  and  Determination  of  Type  of  Facility  to  he  Provided. 
(\)  The  ability  of  the  IHS  to  provide  needed  water  supply  and  waste  facilities  is 

dependent  on  the  availability  of  a  water  source  of  suitable  quantity  and  quality 
and  a  means  of  sewage  disposal  which  will  conform  to  acceptable  standards  and 
can  be  developed  within  reasonable  cost  limits.  Therefore,  the  IHS  shall  be 
consulted  with  respect  to  the  general  site  plan  for  new  housing  units  and  shall 
review  and  concur  in  the  site  selection. 

(2)  It  shall  be  the  responsibility  of  the  IHS  to  determine,  following  its  review  of 
the  site  in  each  case,  whether  community  or  individual  type  facilities  or  a  com- 
bination of  these,  can  best  serve  the  housing  units  concerned. 

^3)  IHS's  review  and  approval  of  sites,  along  with  any  recommendations  and 
ol)servations  concerning  water  and  sanitation  facilities,  will  be  furnished  the  IHA, 
which  shall  in  turn  forward  this  material  to  HUD  as  part  of  the  Preliminary  Site 
Report  submission. 

ci.  Technical  Requirements.  To  minimize  the  cost  of  providing  and  maintaining 
water  supply  and  sewage  facilities,  the  following  criteria  shall  apply: 

(1)  Wherever  possible,  project  sites  will  be  on  or  adjacent  to  existing  community 
water  and  sewer  systems. 

(2)  Economic  feasibility  of  water  and  sewer  installations  shall  be  considered  in 
site  selection.  Feasibility  shall  be  determined  on  the  basis  of  initial  construction  as 
well  as  long  range  costs  of  operation,  maintenance  and  replacement.  Overly 
expensive  and  complex  utility  installation  shall  be  avoided. 

(3)  Whenevei-  possible  and  practicable,  dwelling  units  within  a  multi-unit  proj- 
ect site  will  be  located  on  both  sides  of  the  street. 

e.  Test  Well  Drilling.  Whenever  it  is  determined  by  the  IHS  that  test  drilling  is 
required  for  wells  to  provide  individual  water  facilities  for  housing  supported  by 
HUD,  tentative  site  approval  may  be  given  subject  to  the  results  of  the  test 
ilrilling.  Should  the  test  drilling  indicate  an  insufhcient  supply  of  potable  water, 
the  site  shall  be  disapproved  and  another  selected  unless  another  suitable  water 
source  can  be  provided.  All  test  drilling,  including  obtaining  of  necessary  permits  or 
authorizations,  shall  l)e  performed  by  and  at  the  expense  of  the  HUD  program  and 
carried  out  in  accordance  with  accepted  practices  in  the  area  concerned,  and  the 
data  obtained  shall  ])e  furnished  to  the  IHS.  For  all  community  water  facilities, 
including  facilities  for  HUD-assisted  projects  and  for  individual  wells  to  be  pro- 
vided for  BIA  sponsored  housing,  the  IHS  will  perform  at  its  expense  any  test 
drilling  required. 

f.  Soil  Percolation  Tests.  Soil  percolation  tests  are  necessary  to  ascertain  the 
suitability  of  a  home  site  for  septic  tank  and  flrain-field  facilities.  The  test  will  be 
(•oiKhu'ted  by,  or  at  the  expense  of,  the  IHS.  The  data  ol)tained  will  be  provided  to 
the  IHA  with  IHS's  recommendations  for  accepting  or  rejecting  the  site.  (IHS's 
concurrence  is  required  as  a  condition  for  use  of  the  site,  see  paragraph  8c(l) 
above). 

g.  Individual  Ilonse  Facilities.  In  those  instances  where  the  IHS  determines  that 
individual  water  supply  and/or  waste  disposal  facilities  are  the  most  feasible  and 
should  l)e  provided,  the  following  conditicms  will  ai)ply: 

(1)  The  agency  financing  the  house  construction  or  improvement  will  be  re- 
sponsible for  the  installation  of  all  plumbing  faciHties  within  the  dwehing  and  the 
house  service  lines. 

(2)  In  the  case  of  BIA-IIIP  homes,  the  IIIS  will  provide  the  on-site  water  supply 
and  waste  disposal  facilities  along  with  service  Unes  to  a  point  five  feet  from  the 
house. 

(3)  In  the  case  af  H  UD-supporteil  homes,  the  housing  project  will  include  the 
cost  of  installing  any  water  supply  and/or  sewage  disi)osal  facilities  which  are  to  be 
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located  on  the  indiviflual  house  sites.  These  facihties  would  inchido  indivichial 
water  supplies,  sewage  disposal  systems  or  service  lines  to  the  house.  All  such 
work  is  to  he  carried  out  in  accordance  with  guides  and  recommendations  furnished 
by  the  IHS  regarding  the  location  and  design  of  the  facilities.  These  guides  and 
recommendations  will  he  provided  hy  the  IHS,  following  site  I'eview,  to  the  IIIA. 
h.  Curnmunity  Systems.  All  community  water  anfl  sewer  systems  will  he  de- 
signed on  the  basis  of  a  total  community  concept.  The  following  conditions  will 
apply: 

(1)  The  agency  financing  the  house  construction  or  improvement  will  he  re- 
sponsible for  the  installation  of  all  plumbing  facihties  within  the  house  and  the 
house  service  lines. 

(2)  Where  llUD-financed  new  houses  are  interspersed  with  existing  homes, 
HUD  will  fund  a  pro  rata  share  of  the  S3'stem's  cost,  excluding  water  source 
de\elopment,  treatment  and  storage,  and  sewage  treatment  facilit3^  This  share 
will  l)e  based  on  the  ratio  of  new  to  existing  homes  and  will  not  exceed  the  cost  of 
equivalent  individual  t.vpe  facilities. 

(3)  Where  the  systems  serve  only  new  HUD-financed  houses,  HUD  will  fund 
the  total  cost  of  water  distril^ution  and  sewage  collection  systems  located  within 
the  boundaries  of  the  project.  The  cost  of  all  necessary  facilities  outside  the 
housing  project  boundary  will  be  funded  by  IHS. 

(4)  Community  systems  servicing  BIA-HIP  homes  will  be  provided  by  IHS, 
i.  Plan  Review  and  Approval. 

(1)  In  those  instances  where  the  housing  project  includes  the  cost  of  installing 
individual  or  on-site  water  and  sewer  facilities,  approval  must  be  obtained  from 
The  IHS  Area  Oflfice  on  all  final  plans  before  advertisement  for  construction  bids. 
The  IHS  at  its  expense  will  inspect  the  installation  of  these  facilities  during  con- 
struction and  after  completion  of  the  work  to  assure  the  IHA  that  the  installation 
has  been  done  in  conformance  with  the  plans  and  specifications  and  may  be 
accepted. 

(2)  If  connection  to  a  BIA  water  and/or  sewage  system  is  contemplated,  a  joint 
feasibility  study  wdll  be  conducted  by  the  BIA  and  IHS  to  determine  the  adequacy 
of  existing  facilities  to  meet  the  additional  requirements,  to  recommend  necessary 
improvements  or  additions  and  to  determine  points  of  master  or  individual  metered 
connections,  valving,  flushing  hydrants,  etc.,  in  order  to  insure  compatibility  with 
existing  systems.  If  the  system  is  not  adequate,  the  IHS  and  BIA  will  develop  a 
mutually  agreed  upon  program  for  providing  additional  capacity. 

(3)  Responsibility  for  the  acquisition  of  land  or  interest  therein  in  connection 
with  the  provision  of  water  and  sew^age  facilities  for  HUD-assisted  housing  shall 
Bot  be  assumefl  Ijv  the  IHS,  BIA,  or  HUD. 

Dated:  February  7,  1976. 

Thomas  S.  Kleppe, 
Secretary,  Department  of  the  Interior. 
Dated:  February  20,  1976. 

David  Mathews, 
Secretary,  Department  of  Health,  Education,  and  Welfare. 

Dated:  March  2,  1976. 

Carla  a.  Hills, 
Secretary,  Department  of  Housing  and  Urban  Development. 

Exhibit  to  the  Interdepartmental  Agreement 

BIA    HOMEBUYER    training    PROGRAM 

1.  Scope  of  Program.  The  HUD-approved  BIA  Homebuyer  Training  Program 
(HTP)  will  provide  pre-occupancy  and  post  occupancy  training  to  Homebuyer 
families  in  Mutual  Help  Projects  and  shall  consist  of  the  following: 

a.  Training  in  the  Mutual  Help  Program.  Training  will  be  provided  to  explain 
the  Mutual  Help  Program  and  the  rights  and  obligations  of  the  Homebuyers. 

b.  Training  in  Home  and  Appliance  Maintenance  and  Care.  Training  will  be 
provided  to  increase  the  knowledge  and  understanding  of  Homebuyers  of  the 
methods  and  means  to  properly  care  for  and  maintain  (1)  both  the  interior  and 
exterior  structures  of  the  Home  including  electrical,  plumbing  (including  w^ater 
heaters  and  pumps)  and  heating  systems:  (2)  major  apphances,  refrigerators, 
ranges  and  dishwashers;  (3)  minor  appliances,  such  as  can  openers  and  toasters; 
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and  (4)  yards  and  gardens.  In  addition,  training  will  be  provided  to  Homebuj-ers 
to  increase  their  knowledge  about  simple  repair  techniques  with  regard  to  the 
alDOve-mentioned  house  components  and  equipment. 

c.  Training  in  Budgeting  and  Financial  Management.  Training  will  be  provided 
to  Homebuyer  families  on  family  budgeting,  use  of  credit,  and  meeting  financial 
obligations,  including  their  responsibility  to  make  the  required  monthly  payments 
and  to  allocate  funds  to  various  other  necessities,  such  as  utilities. 

d.  Information  and  Referral  Services.  Homel^uyers  will  be  given  information  on 
and,  where  appropriate,  will  be  assisted  by  referrals  to,  other  local,  state  and 
Federal  agencies  whose  programs  relate  to  total  family  counseling,  and  social 
service,  including  services  on  problems  such  as  alcoholism,  drug  abuse,  etc. 

2.  Implementation  of  Program. 

a.  General.  The  HTP  will  be  implemented  according  to  the  schedule  established 
under  paragraph  3  of  the  Agreement  in  accordance  with  the  following:  (1)  An  IHA 
will  submit  a  proposal  to  the  BIA  which  will  set  forth  the  specific  needs  of  Home- 
buyers,  the  scope  of  training,  methodology  and  budget  to  be  undertaken  within 
the  general  guidelines  stated  a])ove. 

( 2)  The  program  shall  1  )e  developed  and  implemented  at  the  local  level  by  the 
IHAs  employing  locally  recruited  members  of  the  community  to  the  maximum 
extent  possible. 

(3)  The  program  may  l)e  carried  out  through  individual  home  visits,  demonstra- 
tion or  other  group  sessions,  or  by  any  combination  of  these  deemed  appropriate. 

(4)  The  BIA  shall  assist  the  IHAs  in  obtaining  the  necessary  training  and  in- 
struction for  their  training  staff  who  will  carry  out  the  program.  Such  training  of 
IHA  employees  may  be  undertaken  through  IHS  training  centers  at  universities 
or  other  institutions  which  can  provide  the  needed  training. 

h.  Progress  Reports.  IHAs  shall  submit  quarterly  progress  reports  to  BIA  and  to 
HUD,  which  shall  include: 

(1)  A  list  of  expenditures  under  the  program,  including  salaries,  cost  of  trans- 
portation, training  materials,  office  expenses  and  other  justifiable  expenditures. 
All  expenditures  must  be  identified  and  supported  by  appropriate  books  and  rec- 
ords of  the  IHA  and  must  be  certified  as  correct  by  the  Executive  Director  and 
the  Chairman  of  the  IHA. 

(2)  Names  of  Homel)uyer  participants,  the  number  of  training  sessions,  descrip- 
tions of  training  activities,  degree  of  participation,  deficiencies  noted,  and  other 
relevant  information  or  observations. 

(3)  Efficacy  of  training  as  shown  by  reports,  results  of  tests,  reduction  in  monthly 
payments  delinquencies,  reduction  in  maintenance  costs  or  other  factors. 

(4)  Proposed  changes  during  the  next  period  of  training,  including  program 
changes  to  overcome  deficiencies  described  in  current  or  prior  report  (s)  or  called 
to  the  attention  of  the  IHA  previously  by  BIA  and  to  provide  training  to  any 
additional  or  substitute  Homel^uyers. 

c.  BIA  Responsibilities.  The  BIA  will  monitor  and  evaluate  the  progress  and  the 
implementation  of  the  HTP  of  IHAs  and  submit  semi-annual  reports  to  HUD. 
Should  BIA  judge  that  an  IHA  is  not  implementing  the  program  consistent  with 
these  guidelines,  it  will: 

(1)  Notify  the  IHA  of  the  deficiencies  in  its  program  implementation  and  pro- 
vide the  necessary  assistance  to  it  to  assure  proper  implementation, 

(2)  Afford  the  IHA  90  days  from  the  date  of  notification  to  take  corrective 
action,  and 

(3)  Report  to  HUD  whether  the  program  should  be  continued  based  on  the 
corrective  action  or  whether  the  program  should  be  terminated. 

d.  HUD  Responsibilities.  HUD  will  be  responsible  for  including  in  the  develop- 
ment cost  of  a  project  the  funds  for  the  HTP,  provided  that  the  BIA  will  not  be 
reimbursed  for  utilization  of  its  staff  or  facilities.  HUD  will  also  be  responsible 
for  determining  whether  the  program  for  a  particular  project  shall  be  terminated 
on  the  basis  of  information  provided  pursuant  to  paragraph  c  above,  or  otherwise. 

Subpart  C — Operation 
§  805.301    Definitions. 

See  §§  805.102  and  805.430. 

§805.302    Admission  policies. 

(a)  Income  and  Assets  Limits.  (1)  Subject  to  approval  by  HUD,  the  IHA  shall 
adopt  and  promulgate  regulations  establishing  schedules  of  maximum  income 
limits  for  admission  of  tenants  or  homebuyers.  An  IHA  may  establish  income 
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limits  up  to  the  maximum  permitted  l3j^  the  Act,  which  Umits  admission  to  famiUes 
of  low  income  who  cannot  afford  to  pay  enough  to  cause  private  enterprise  in  the 
Indian  Area  to  build  an  adequate  supply  of  decent,  safe  and  sanitary  dwellings  for 
their  use.  In  determining  the  income  limits  for  admission,  consideration  shall  he 
given  to  any  relevant  limitations  in  the  local  private  housing  market  (such  as  an 
insufficient  supply  of  standard  private  housing,  or  the  unavailal:)ility  of  mortgage 
financing  on  trust  or  restricted  land).  HUD  shall  approve  the  IHA's  schedules  of 
maximum  income  limits  unless  it  finds  that  the  IHA's  determination  of  such  limits 
is  arbitrary  or  capricious.  An  IHA  may  also  adopt  regulations  establishing  reason- 
able assets  limits  for  admission  to  occupancy.  A  copy  of  the  IHA's  income  and 
assets  regulations  shall  be  posted  prominently  in  the  IHA's  office  for  examination 
by  prospective  tenants  or  Homebuyers. 

'  (2)  Where  decent,  safe  and  sanitary  housing  is  not  otherwise  being  provided  in 
the  Indian  area  even  for  those  of  relatively  high  income,  the  IHA  may  establish 
maximum  income  limits  at  a  sufficienth^  high  level  to  meet  those  needs.  In  sub- 
mitting such  income  limits  to  HUD  for  approval,  the  IHA  may  furnish  a  certifi- 
cation that  private  (conventional,  FHA  or  VA)  or  Farmers  Home  Administration 
financing  is  not  available  to  the  prospective  tenants  or  homebuyers  along  with  such 
other  supporting  evidence  as  it  deems  appropriate.  HUD  shall  not  disappi'ove 
such  income  limits  on  the  grounds  of  their  being  too  high  unless  it  finds  that  the 
IHA  certification  is  incorrect. 

(b)  Other  Admission  Policies.  (1)  The  IHA  shall  adopt  and  promulgate  regula- 
tions establishing  the  IHA's  policies  for  admission  of  tenants  or  homebuyers.  Such 
regulations  shall  specify  the  types  of  Projects  to  which  they  apply  (i.e.,  Rental, 
MH,  or  Turnkey  III).  A  copy  of  the  regulations  shall  be  posted  prominently  in  the 
IHA's  office  for  examination  by  prospective  tenants  or  homebuyers,  and  shall  be 
sul)mitted  to  HUD  promptly  after  adoption  by  the  IHA. 

(2)  These  regulations  shall  be  designed: 

(i)  To  attain  at  initial  occupancy,  or  within  a  reasonable  period  of  time  for 
Projects  beyond  the  state  of  initial  occupancy  (but  without  prejudice  to  contract 
rights  of  homebuyers  in  Turnkey  III  or  MH  Projects),  a  tenant  or  homebuyer 
bod}^  in  each  Project  composed  of  families  with  a  broad  range  of  incomes  and 
rent-paying  ability  which  is  generally  representative  of  the  range  of  incomes  of 
low  income  Indian  families  in  the  area,  as  determined  by  HUD,  who  would  be 
ciualified  for  admission  to  the  type  of  project  (Rental  or  ]\Iutual  Help). 

(ii)  To  avoid  concentrations  of  the  most  economically  and  socialh"  deprived 
families  in  an.v  one  or  all  of  the  IHA's  Projects; 

(iii)  For  Rental  and  Turnke}^  III  Projects,  to  achieve  compliance  with  the 
applicable  provisions  of  24  CFR,  Part  860,  Subpart  D,  Minimum  and  Maximum 
Rent-Income  Ratios,  and  Minimum  Rent  Requirements,  including,  but  not 
limited  to,  §  860.406  which  provides  that  "at  least  20  percent  of  the  dwelling 
units  in  any  project  placed  under  annual  contributions  contract  in  any  fiscal 
year  beginning  after  [September  26,  1975]  shall  be  occupied  by  very  low-income 
families  *  *  *;"  and 

(iv)  So  that  at  least  20  percent  of  the  dwelling  units  in  any  MH  Project  placed 
under  ACC  after  September  26,  1975  shall  be  occupied  by  very  low  income 
families,  i.e.,  families  whose  incomes  do  not  exceed  50  percent  of  the  median 
income  of  Indian  families  in  the  area,  as  determined  by  HUD,  whose  incomes 
would  qualify  them  for  admission  to  a  Mutual-Help  project. 

§805.303    Grievance  procedures. 

The  requirements  set  forth  in  HUD  regulations  relating  to  procedures  for  the 
resolution  of  tenant  or  homebuyer  grievances  against  Public  Housing  Agencies 
(24  CFR,  Part  866)  are  not  applicable  to  Projects  under  this  Part.  Each  IHA 
shall  adopt  and  promulgate  grievance  procedures  which  are  appropriate  to  local 
circumstances,  provided  that  such  procedures  shall  afford  all  tenants  and  home- 
buyers  a  fair  and  reasonable  opportunity  to  have  their  grievances  heard  and 
considered  by  IHA  officials,  and  shall  comply  with  the  Indian  Civil  Rights  Act. 
A  cop3'  of  the  grievance  procedures  shall  be  posted  prominently  in  the  IHA 
office,  and  shall  be  provided  to  a  tenant  or  homebuj'cr  upon  request. 

§805.304    Determination  of  rents  and  homebuyer  payments. 

(a)  Rental  and  Turnkey  III  Projects.  The  amount  of  rent  or  homebuyer  payment 
required  of  a  tenant  in  a  Rental  Project  or  a  homebuyer  in  a  Turnkey  III  Project 
shall  be  determined  in  accordance  with  the  provisions  of  24  CFR,  Part  860, 
Subpart  D. 
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(b)  MH  Projects.  The  amount  of  the  Required  Monthly  Paj^ment  for  a  Home- 
buyer  in  an  ^IB.  Project  placed  under  ACC  on  or  after  the  effective  date  of  this 
PaVt  and  a  Homebuyer  admitted  to  occupancy  in  an  Existing  Project  on  or 
after  the  effective  date  of  the  conversion  of  the  Project  in  accordance  with  §  805.428 
shall  be  determined  in  accordance  with  §  805.416  of  this  Part. 

(c)  Examination  and  Reexamination  of  Family  Income.  For  purposes  of  de« 
termining  rent  and  homebuyer  payment  amounts  under  paragraphs  (a)  and  (I3) 
of  tliis  section,  making  adjustments  in  the  amounts  so  determined,  and  determin- 
ing whether  an  MH  Homebuyer  is  required  to  purchase  the  Home  under  §  805.422 
(e),  the  IHA  shall  examine  the  family's  earnings  and  other  income  prior  to  initial 
occupancy,  and  shall  make  periodic  reexaminations  thereafter  at  least  once  a 
year,  except  as  follows: 

(1)  The  date  of  the  first  reexamination  may  be  extended  to  not  more  than  18 
months  after  the  initial  examination,  if  necessary  to  fit  a  reexamination  schedule 
established  l)y  the  IHA. 

(2)  For  families  whose  heads  (or  their  spouses)  or  whose  sole  members  are  02 
years  of  age  or  over,  the  reexaminations  need  not  be  more  often  than  once  every 
two  years. 

For  each  examination  or  reexamination,  the  tenant  or  homebuj^er  shall  furnish 
to  the  IHA  certification  of  his  familj-'s  earnings  and  other  income  and  family 
composition,  including  any  information  and  evidence  required  by  the  IHA. 

§805.305    Rent  and  homebuyer  payment  collection  policy. 

Each  IHA  shall  adopt  and  promulgate,  and  shall  use  its  best  efforts  to  obtain 
compliance  with,  rules  or  regulations  sufficient  to  assure  the  prompt  payment 
and  collection  of  rents  and  required  homebuj-er  payments.  A  copy  of  the  rules  or 
regulations  shall  he  posted  prominently  in  the  IHA  office,  and  shall  be  provided 
to  a  tenant  or  homebuyer  upon  request.  The  rules  or  regulations  shall  include 
provisions  on  at  least  the  following  subjects: 

(a)  The  time,  place  and  method  for  payment. 

(b)  A  statement  to  the  effect  that  prompt  payment  is  a  requirement  for  con- 
tinued occupancy. 

ic)  For  tenants  or  homebuyers  whose  income  is  seasonal  or  otherwise  irregular, 
provisions  for  special  plans  or  schedules  for  assuring  that  the  required  payments 
are  made  when  due,  e.g.,  prepayment,  or  arrangements  with  public  welfare  agen- 
cies regarding  pul^hc  assistance  payments. 

(d)  Procedures  for  counseling  and  assistance  to  tenants  and  homebuyers  so 
as  to  minimize  the  need  for  resort  to  the  remedy  of  eviction. 

(e)  Procedures  for  enforcement  of  tenant  and  homebuyer  obUgations  to  make 
paj^ment,  including  procedures  for  eviction  where  necessary. 

(f)  Procedures  for  collection  of  amounts  remaining  due  and  unpaid  from  termi- 
nated and  homebuyers. 

(g)  Procedures  for  obtaining  assistance  from  the  tribal  government. 

§  805.306    Maintenance  and  improvements. 

(a)  General.  Each  IHA  shall  adopt  and  piomulgate,  and  shall  use  its  best  efforts 
to  obtain  compliance  with,  rul^s  or  regulations  to  assure  full  performance  of  the 
respective  nuiintenance  resjjonsibilities  of  the  IHA  and  tenants  or  homebuyers. 
A  copy  of  such  rules  or  regulations  shall  l^e  posted  prominently  in  the  IHA  office, 
and  shall  l)e  provided  to  a  tenant  or  homol)uyer  upon  request. 

(1))  Provisions  for  Rental  Projects.  For  Rental  Projects,  the  maintenance  rules 
or  regulations  shall  contain  provisions  on  at  least  the  following  subjects: 

(1)  A  statement  specifying  the  responsibilities  of  tenants  for  normal  care  and 
maintenance,  if  any,  of  tlieii-  dwelling  units  and  common  property,  if  any. 

(2)  Procedures  for  handling  maintenance  service  requests  from  tenants. 

(3)  Procedures  for  IHA  inspections  of  dwelling  units  and  common  property, 
if  any. 

(4)  Special  arrangements,  if  any,  for  obtaining  maintenance  services  from 
outside  workmen  or  contractors. 

(5)  I'rocedures  for  charging  tenants  for  damages  for  which  they  are  responsible. 

(c)  Provisions  for  Mil  and  Turnkey  III  Projects.  I'or  Mil  and  Turnkey  III 
Projects,  the  maintenance*  rul(>s  or  regulations  shall  contain  j)r()visions  on  at 
least  the  following  subjects: 

(1)  A  statement  specifying  the  resjjonsibilities  of  homebuyers  for  maintenance 
and  care  of  their  dwelling  units  and  common  property,  if  any. 

(2)  For  Turnkey  III  Projects  only,  |)rocedures  for  handling  service  request* 
from  homebuyers  for  nonroutine  maintenance. 


113 

(3)  Procedures  for  providing  advice  and  ttu-hnical  assistance  to  homebu3^er.s  to 
enable  them  to  meet  theii-  maintenance  responsibilities. 

(4)  Procedures  for  III  A  iiisi)cctions  of  homes  and  ccinmon  property,  if  any, 

(5)  Procedures  for  IIIA  performance  of  homebuyer  jnaintcnnii'-e  i-es|)onsibilities 
(where  homebuyers  fail  to  satisfy  such  i-esponsibilities)  inchiding  procedures  for 
charging  the  homebuyer's  proper  account  for  tho  cost  thereof. 

(())  Special  arrangements,  if  any,  for  obtaining  maintenance  services  from 
outside  workmen  or  contractors. 

(7)  Procedures  for  charging  homebuyers  for  damages  for  which  they  a?-c 
responsible. 

(d)  I  HA  Responsibility  in  MH  and  Turnkey  III  Projects.  The  IHA  shall  enforce 
those  provisions  of  a  Homebuyer's  agreement  under  v/hich  the  homebuyer  is 
responsi})le  for  maintenance  of  the  home.  The  IHA  shall  have  overall  resj)onsi- 
bility  to  HUD  for  assuring-  that  the  housing  is  being  kept  in  decent,  safe  and 
sanitary  condition,  and  that  the  home  and  grounds  are  maintained  in  a  manner 
that  will  preserve  their  condition,  normal  wear  and  depreciation  excepted.  Failure 
of  a  Homebuyer  to  meet  his  obligations  for  maintenance  shall  not  relieve  the  IHA 
of  responsibility  in  this  respect.  Accordingly,  the  IHA  shall  conduct  a  complete 
interior  and  exterior  examination  of  each  home  at  least  once  a  year,  and  shall 
furnish  a  copy  of  the  inspection  report  to  the  Homebuyer.  The  IHA  shall  take 
appropriate  action,  as  needed  to  remedy  conditions  shown  by  the  inspection,  in- 
cluding steps  to  assure  performance  of  the  Homebuyer's  obligations  under  the 
Plomebuj^er  agreement. 

§  805.307    Procurement  and  administration  of  supplies,  materials  and  equipment. 

(a)  Each  IHA  shall  adopt  and  promulgate,  and  shall  comply  with  rules,  or 
regulations  for  the  procurement  and  administration  of  supplies,  materials  and 
equipment,  which  shall  contain  provisions  on  at  least  the  following  subjects: 

(1)  Procedures  for  purchasing  in  cases  where  competitive  bidding  is  required. 

(2)  Identification  (by  position  title)  of  IHA  officials  authorized  to  make  pur- 
chases when  competitive  l)idding  is  not  required,  and  procedures  for  making  such 
purchases. 

(0)  Procedures  for  inventory  control. 

(4)  Procedures  for  storage  and  protection  of  goods  and  supplies. 

(5)  Procedures  for  issuance  or  other  disposition  of  supplies  and  equipment. 
A  copy  of  such  rules  or  regulations  shall  be  promptly  furnished  to  HUD. 

(b)  In  the  purchasing  of  equipment,  materials  and  supplies,  and  in  the  award 
of  contracts  for  services  or  for  repairs,  maintenance  and  replacements,  the  IHA 
shall  comply  v/ith  all  applicable  laws,  and  in  any  event  shall  make  such  purchases 
and  award  such  contracts  only  to  the  lowest  responsible  bidder  after  advertising  a 
sufficient  time  in  advance  for  proposals,  except: 

(1)  When  the  amount  involved  does  not  exceed  an  amount  prescribed  from 
time  to  time  by  HUD;  or 

(2)  When  the  publi";  exigencies  require  immediate  delivery  of  the  articles  or 
performance  of  the  service;  or 

(3)  When  only  one  source  of  supply  is  available  and  the  purchasing  or  con- 
tracting offiper  of  the  IHA  has  so  certified;  or 

(4)  When  the  services  required  are  (i)  of  a  technical  and  professional  nature, 
or  (ii)  to  be  performed  under  the  IHA  supervision  and  paid  for  on  a  time  basis. 

§805.308    Correction  of  management  deficiencies. 

IHA  shall  promptly  take  such  action  as  may  be  required  or  approved  by  HUD 
to  remedy  management  deficiencies.  Particular  attention  shall  be  given  to  the 
correction  of  serious  deficiencies  in  any  of  the  following:  Physical  maintenance  of 
the  propert}^,  occupancy  practices,  maintenance  of  accounts  and  records,  coBt 
controls,  handling  of  funds,  rent  or  homebuyers  pa^-^ment  collection,  required' 
reports  to  HUD,  IHA  staffing  and  staff  turnover,  and  tribal  government  coopera- 
tion. HUD  shall  provide  the  maximum  feasible  assistance  to  an  IHA  jto  remed}' 
management  deficiencies. 

§805.309    Indian  preference  in  contracting. 

The  provisions  of  §  805.204  shall  apply  to  contracts  in  connection  with  the 
operation  of  a  Project. 
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§805.310    Contracts  for  personal  services. 

The  IHA  shall  not  without  the  prior  written  approval  of  HUD  enter  into, 
execute  or  approve  any  agreement  or  contract  for  personal,  management,  legal  or 
other  services  with  any  person  or  firm  (a)  where  the  initial  period  or  term  of  the 
agreement  or  contract  (including  any  renewal)  is  in  excess  of  two  years,  or  (b) 
where  the  amount  of  the  agreement  or  contract  is  in  excess  of  the  amount  included 
for  such  purpose  in  the  HUD-approved  development  cost  budget  or  operating 
budget  or  an  amount  specified  from  time  to  time  by  HUD,  as  the  case  ma}-  be,  or 
(c)  where  the  agreement  or  contract  is  for  legal  or  other  services  in  connection  with 
litigation. 

§  805.311     Operating  subsidy— MH  projects. 

(a)  Scope.  This  section  provides  for  determination  of  operating  subsidy  on  a 
uniform  basis  for  all  MH  Projects,  including  Existing  Projects  whether  or  not 
converted  in  accordance  with  §  805.428. 

(b)  Eligible  Costs.  Operating  subsidy  shall  be  paid  to  reimburse  the  IHA  for 
the  HUD-approved  costs  of  Independent  Public  Accountant  audits.  Operating 
subsidy  may  also  be  paid  to  cover  proposed  expenditures  approved  by  HUD  for 
the  following  purposes. 

(1)  Administration  Charges  for  vacant  units  where  the  IHA  shows  to  HUD's 
satisfaction  that  it  is  making  every  reasonable  effort  to  fill  the  vacancies. 

(2)  Collection  losses  due  to  payment  delinquencies  on  the  part  of  Homebuyer 
families  whose  MHO  Agreements  have  been  terminated,  and  who  have  vacated 
the  home,  and  the  actual  cost  of  any  maintenance  (including  repairs  and  replace- 
ments) necessary  to  put  the  vacant  home  in  a  suitable  condition  for  a  substitute 
Homebuyer  family.  Operating  subsidy  may  be  made  available  for  these  pur- 
poses only  after  the  IHA  has  previously  utilized  all  available  homebuyer  credits. 

(3)  The  costs  of  HUD-approved  Homebuyer  counseling  but  not  in  duphcation 
of  Homebuver  Counseling  costs  funded  under  a  Development  Cost  Budget 
(pursuant  to  §  805.412  or  §  805.429). 

(4)  HUD-approved  costs  for  training  of  staff  anrl  Commissioners. 

(5)  Operating  costs  resulting  from  other  unusual  circumstances,  as  determined 
by  HUD,  justifying  payment  of  operating  subsidy. 

(c)  Ineligible  Costs.  No  operating  subsidy  shall  be  paid  for  utilities,  maintenance 
or  other  items  for  which  the  Homebuyer  is  responsible  (other  than  necessary  to 
i:)Ut  a  vacant  home  in  condition  for  a  substitute  family  as  provided  in  paragraph 
(1>)(2)  of  this  section). 

§  805.312    Operating  subsidy — other  projects. 

Operating  sul)sidy  for  Projects  other  than  MH  Projects  shall  be  determined 
under  the  applicable  regulations. 

Subpart  D — Mutual  Help  Homeownership  Opportunity  Program 

§  805.401     Scope  and  applicability. 

(a)  Scope.  This  Subpart  sets  forth  the  requirements  applicable  to  the  Mutual 
Help  Homeownership  Opportunity  Program.  For  any  matter  not  covered  in  this 
Subpait  see  also  the  jjrovisions  of  Subparts  A,  B,  and  C  of  this  Part. 

(b)  Applicability.  The  provisions  of  this  Sul)part  shall  be  applicable  to  all  MH 
Projects  j)lac(Hl  under  ACC  on  or  after  the  effective  date  of  this  Part,  and  any 
Ilxisting  Projects  converted  in  accordance  with  §  805.428. 

§  805.402     Definitions. 

See  §§  805.102  and  805.4:^0. 
§  805.403     Contractual  framework. 

An  MH  Project  involves  three  l)asic  contracts:  an  ACC  foi-  an  MH  Project,  an 
MIH)  Agreement  and  :iii  Mil  Construction  Contract,  each  in  the  form  prescribed 
by  HUD. 

§805.404     Special  provisions  for  development  of  an  MH  Project. 

(a)  Application  for  Project.  An  application  foi-  nn  MH  Proj(>ct  shall  include,  in 
as  much  detail  as  j^ossible,  a  tentative  listing  of  the  family  size  and  incomes  of 
the  families  who  will  be  eligible  and  willing  to  participate  as  MH  Homebuyers, 
and  the  expecte(l  sources,  forms  and  amounts  of  their  MH  Contributions.  The 
application  shall  state  that  the  listing  is  supported  by  signed  applications  of  the 
families. 
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(b)  Inclusion  of  Mil  Contrihuiion  in  Development  Cost.  Tho  total  nmount  of  the 
MH  Contril)utions  shall  l)e  included  in  the  Development  Cost  for  an  Mil  I'rojcct. 
The  development  cost  budget  shall  state  in  total  and  separately  the  jx)ition  of 
the  Total  Development  Cost  to  be  attributed  to  the  land,  cash,  materials,  e(juii)- 
ment,  and  MH  work  to  be  furnished  by  or  on  behalf  of  the  Homebuyers  as  their 
MH   Contributions. 

(c)  Purchase  of  Sites.  (1)  An  IHA  may  purchase  a  homesite  (sul)ject  to  the 
limitation  stated  in  paragraph  (c)(2)  of  this  section),  if  neither  the  trilje  nor  the 
Homebuyers  can  donate  or  contribute  enough  sites  suitable  for  Project  use. 

(2)  In  the  case  of  purchased  homesites,  the  cost  of  an  unimproved  homesite 
to  be  charged  against  the  Development  Cost  Budget  shall  not  exceed  8.75  p(M-(;ent 
of  the  estimated  Dwelling  Construction  and  Equipment  Cost  (DC&E  Cost) 
unless  it  is  shown  to  the  satisfaction  of  HUD  that  the  topographic  features  of 
the  site  are  such  that  the  excess  cost  will  be  offset  by  the  savings  in  the  cost  of 
site  improvements.  The  cost  for  purchase  of  an  improved  or  partially  improved 
homesite  may  be  approved  by  HUD  if  the  purchase  price,  together  with  any 
cost  of  further  site  improvement,  is  reasonable  in  relation  to  the  estimated  DC&E 
Cost  and  is  consistent  with  an  acceptable  Total  Development  Cost. 

(d)  Availability  of  Sites  for  Use  by  Substitute  Homebuyers.  Each  homesite  shall 
be  legally  and  practicably  availaljle  for  use  by  a  substitute  Homebuyer.  If  a  site 
is  part  of  other  land  owned  by  the  prospective  Homebuyer,  the  lease  or  other 
conveyance  to  the  IHA  shall  include  legal  right  of  access  to  the  site  by  any 
substitute  Homebuyer. 

(e)  Substitution  of  Site.  No  substitution  of  a  site  shall  be  permitted  after  final 
site  approval  except  with  specific  HUD  approval  on  the  basis  of  a  showing  to  the 
satisfaction  of  HUD  that:  (1)  the  change  is  necessary  by  reason  of  special  cir- 
cumstances; and  (2)  the  change  will  not  unreasonably  delay  or  unreasonablj^  add 
to  the  cost  of  the  Project. 

(f)  Time  for  Acquisition  of  Contributed  or  Donated  Sites.  Contributed  or  donated 
sites  shall  (with  only  those  exceptions  allowed  in  accordance  with  §  805.217(b)) 
be  leased  or  conveyed  to  the  IHA  before  execution  of  the  Construction  Contract. 

(g)  Consultation  with  Homebuyers.  The  IHA  shall  be  responsil)le  for  deter- 
mining the  extent  to  which  home])uyers  or  their  representatives  should  be  given 
an  opportunity  to  comment  on  the  planning  and  design  of  the  homes.  Any  recom- 
mendations resulting  from  such  consultation  shall  be  consistent  with  HUD 
standards  and  cost  limitations  and  shall  be  subject  to  IHA  and  HUD  approval. 

(h)  Execution  of  MHO  Agreements.  MHO  Agreements  may  be  executed  prior 
to  ACC.  Where  MHO  Agreement  have  not  been  executed  prior  to  ACC,  they 
shall  be  executed  promptly  after  ACC.  \ 

(i)  Cost  of  Counseling  Program.  The  Development  Cost  of  an  MH  Project  shal 
include  an  amount  not  in  excess  of  $500  multiplied  by  the  number  of  Homes  in  the 
Project  for  a  counseling  program  as  required  by  §  805.429. 

(j)  Financial  Feasibility.  The  Development  Program  shall  include  a  demonstra- 
tion by  the  IHA  that  there  is  a  sufficient  number  of  selected  Homebuyers  who  are 
able  and  willing  to  pa}^  the  Administration  Charge  and  meet  the  other  obligations 
under  MHO  Agreements  (see  §  805.406(b))  and  who  have  signed  statements  that 
they  are  walling  to  enter  into  MHO  Agreements.  However,  this  requirement  may 
be  modified  with  the  approval  of  the  HUD  Assistant  Secretary  for  Housing 
Management  in  cases  involving  areas  of  exceptionally  low  income  or  other  excep- 
tionally low  income  or  other  exceptional  circumstances. 

(k)  Rights  Under  MHO  Agreement  if  Project  Fails  to  Proceed.  Any  MHO  Agree- 
ment shall  be  subject  to  revocation  by  the  IHA  if  the  IHA  or  HUD  determines 
not  to  proceed  with  the  development  of  the  Project  in  whole  or  part.  In  such  event 
any  contribution  made  by  the  Homebuyer  or  tribe  shall  be  returned. 

§805.405    Financing  of  development  cost. 

(a)  Development  Cost  shall  be  financed  JDy  issuance  of  notes,  and  not  by  issuance 
of  bonds. 

(b)  Under  the  ACC,  HUD  agrees  to  advance  funds  from  time  to  time  to  the 
IHA  upon  a  showing  by  the  IHA  that  the  funds  requisitioned  by  the  IHA  are 
needed  for  the  development  of  the  Project.  This  commitment  is  called  the  Project. 
Loan,  and  the  IHA  note  evidencing  the  borrowing  from  HUD  is  called  a  Project 
Loan  Note. 

(c)  HUD  may  at  any  time  require  the  IHA  to  obtain  loans  from  sources  other 
than  HUD,  in  lieu  of  advances  from  HUD,  secured  by  a  pledge  of  HUD's  agree- 
ment under  the  ACC  to  advance  monies  to  the  IHA.  The  IHA  note  evidencing  such 
borrowing  from  non-HUD  sources  is  called  a  Project  Note. 
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§  805.406    Selection  of  MH  homebuyers. 

(a)  Admission  Policies.  In  adopting  admission  regulations  in  accordance  with 
§  805.302,  an  IHA  may  establish  admission  policies  for  MH  Projects  which  are 
(Hflferent  from  those  for  Rental  or  Tmnkey  III  Projects  of  the  IHA,  including 
different  income  and  assets  limits. 

(h)  Ability  to  Meet  Homebuyer  Obligations.  A  family  shall  not  be  selected  for 
MH  housing  unless,  in  addition  to  meeting  the  maximum  income  lim.its  and  other 
requirements  for  admission  (see  §  805.302),  the  family  is  able  and  willing  to  meet 
all  obligations  of  an  ]MHO  Agreement,  including  the  obligations  to  perform  or 
provide  the  necessary  maintenance,  to  provide  the  required  ]MH  Contribution 
and  its  own  utilities,  and  to  pay  the  Administration  Charge  (unless  such  require- 
ments are  modified  in  exceptional  cases  in  accordance  with  §  805.404 (g)).  A 
family  may  be  selected  even  if  the  Administration  Charge  plus  utilities,  or  the 
Afhninistration  Charge  alone,  would  exceed  25  percent  of  Family  Income,  if 
the  family  can  be  expected  reasonal)ly  to  pay  the  Administration  Charge  and 
meet  its  other  obligations  under  the  ]MHO  Agreement  (e.g.,  as  demonstrated 
by  the  family's  income,  including  public  assistance,  the  family's  past  history,  or 
the  family's  ability  to  supplement  its  income  by  providing  its  own  food,  fuel 
or  other  necessities). 

(c)  MH  Waiting  List.  (1)  Families  who  wish  to  be  considered  for  selection  for 
]\IH  housing  shall  apply  specificall}^  for  such  housing.  A  family  on  any  other  IHA 
waiting  list,  or  a  tenant  in  a  Rental  Project  of  the  IHA,  must  also  submit  an 
application  for  selection  in  order  to  be  considered  for  MH  Projects. 

(2)  The  IHA  shall  maintain  a  waiting  li>t,  separate  from  an}'  other  IHA  waiting 
lists,  of  families  which  hav-e  applied  for  MH  housing  and  which  have  been  determ- 
ined to  meet  the  admission  requirements. 

(3)  All  applications  for  s(4ection  for  MH  housing  shall  be  dated  as  received; 
except  that  an  application  from  a  family  on  the  waiting  list  for  any  other  IHA 
Project  shall  have  the  same  date  of  application  as  the  date  of  its  application  for 
such  other  IHA  Projects. 

(4)  The  hling  of  an  application  for  ]MH  housing  b^'  a  family  which  is  an  ap- 
plicant for  other  IHA  housing,  or  is  a  tenant  in  such  housing,  shall  not  in  any 
way  affect  its  status  with  regard  to  such  other  housing.  Such  applicant  shall  not 
lo<e  its  place  on  another  IHA  housing  waiting  list  until  it  has  been  selected  for 
;MH  housing  and  the  MHO  Agreement  has  been  signed. 

(d)  Making  the  Selections.  Promptly  after  HUD  approval  of  the  application 
for  a  Project,  the  IHA  shall  proceed  with  selection  of  as  many  Homebuyers  as 
there  are  Homes  in  the  Project.  Selection  of  Homebuyers  shall  be  made  from  the 
MH  waiting  list  in  accordance  with  the  date  of  application  and  other  pertinent 
factors  under  the  IHA's  achnissions  regulations  established  in  accordance  with 
§  805.302.  Selection  of  a  Homebuyer  shall  be  made  only  after  the  site  for  that 
Homebuyer  has  received  HUD  final  site  approval. 

§805.407    Notifications  to  applicant  families. 

(a)  Notification  to  Families  Not  Meeting  Admission  Requirements.  When  an  IHA 
dotermines  that  a  family  does  not  meet  the  admission  requirements,  the  IHA 
shall  give  the  family  prompt  writtf^n  notice  of  this  determination.  The  notice 
shall  state  the  l)asis  for  the  determination,  and  shall  state  that  the  family  is 
entitled  to  an  informal  hearing  by  the  IHA  on  the  determination  if  request' for 
such  hearing  is  made  within  a  reasonable  time  as  specified  in  the  notice. 

^  (I))  Notification,  to  Selected  Families.  A  selected  family  shall  be  gi\'en  a  written 
N(»tice  of  Selection  including  the  following  information: 

(1)  A  statement  that  the  family  has  been  selected  for  an  MH  Project  and  that 
the  site  for  the  family  (idc^ntify)  h;is  lieen  ajjiiroved; 

(2)  A  statement  that  the  family  shall  iH'turn  the  enclosed  statement  of  willing- 
n«'ss  to  execute  an  MIIO  Agrccincnt  and  the  name(s)  of  thepersonis)  who  must 
sign  the  statement  on  behalf  of  the  family; 

(3)  A  statement  that  the  family  will  be  advised  at  a  later  date  of  the  time  and 
})lace  for  execution  of  the  MHO  Agreement  and  the  name(s)  of  the  person(s) 
who  must  execute  it  on  behalf  of  the  family: 

(4)  A  statement  that  after  execution  oftne  Construction  Contract  the  family 
will  receive  a  notice  of  confirmation  which  will  state  the  estimated  date  of  com- 
pletion of  the  unit  designated  for  the  Homebuyer,  insofar  as  such  date  can  be 
rciusonably  dcteriiiiiKMl;  und 

(5j  A  statement  that  the  i-siiance  of  the  Notice  of  Selection  does  not  constitute 
or  gjvc  rise  to  any  contractuni  ol)liL';it  ion  of  the  part  of  the  IHA  or  HUD. 
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(c)  Notification  to  Families  Not  Selected  for  a  Project.  If  tlio  IIIA  cU'terminfs 
that  an  applicant  meets  the  a(hiiission  icquirements  but  is  not  to  be  selected  for 
a  certain  ]\1H  Project,  the  IIIA  shall  so  notify  the  applicant  in  ^vritin^^  The 
notice  shall  also  state  that  the  applicant  will  remain  on  the  IIIA's  waiting  list 
for  consideration  for  admission  in  the  event  of  vacancies  or  additional  Mil 
housing. 

§805.408    MH  contribution. 

(a)  Form  of  Contribution.  Mil  Contributions  toward  the  Development  Cost 
of  a  Project  may  be  in  the  form  of  (1)  land,  (2)  work,  (3)  cash,  or  (4)  materials 
or  equipment.  Contributions  other  than  work  may  be  made  by  a  tribe  on  behalf 
of  Homebuyers.  The  IHA  may  determine  that  the'MH  Contiibutions  to  a  Project 
shall  consist  either  wholly  of  any  of  these  forms  of  contribution,  or  of  any  com- 
bination of  these  forms  of  contribution.  The  amount  of  each  form  of  Mil  Contri- 
bution shall  be  specified  in  the  Development  Program  and  development  cost 
budget  for  the  Project.  Where  a  tribal  contriljution  is  involved,  the  tribe  shall 
aclopt  a  tribal  resolution  stating  its  commitment  to  the  IIIA  to  make  the  con- 
tribution on  behalf  of  Homebuyers,  and  a  copy  of  this  resolution  shall  be  submitted 
to  HUD  with  the  Development  Program. 

(1))  Amount  of  MH  CouLrihulion  to  Project.  The  minimum  aggregate  Mil  Con- 
tribution to  a  Project  shall  be  $1,500  multiplied  by  the  number  of  Homes  in  the 
Project.  If  any  homesite  has  been  purchased  for  m'ore  than  $1,500  and  the  excess 
has  not  been  covered  by  funds  from  a  source  other  than  Project  funds  (see 
§  805.404(c)),  the  minimum  aggregate  contribution  for  the  Project  shall  be  in- 
creased by  the  amount  of  the  excess. 

(c)  Credit  for  MH  Land  Cov.trihution — (1)  Sharing  of  Laud  Credits.  Whether 
homesites  are  contributed  by  Homebuyers  or  by  the  tribe,  the  total  of  the  MH 
credits  for  contributed  homesites  shall  l^e  pooled  and  shared  equally  by  all  the 
Homebuyers  in  the  Project,  including  substitute  Homebuyers. 

(2)  Credit  for  Contributed  Homesite.  The  amount  to  be  credited  as  an  MH 
Contribution  for  a  contributed  homesite  shall  not  exceed  $750  or  the  appraised 
value  determined  in  accordance  with  §  805.219,  but  shall  not  in  any  event  be 
more  thi.m  an  average  for  the  project  of  $1,500  per  homesite. 

(d)  Non-land  Coiitributions.  (ij  If  the  land  contri}:)Utions  aggregate  less  than 
the  minimum  for  the  Project  as  stated  in  paragraph  (b)  of  this  section,  the  differ- 
ence shall  be  provided  by  non-land  contriljutions,  and  this  obligation  shall  be 
shared  equally  by  all  the  Homebuyers  in  the  Project. 

(2)  The  foregoing  establishes  the  minimum  non-land  contribution.  An  IHA  may 
require  an  additional  nonland  contribution  in  its  discretion. 

(e)  Total  Contribution  to  be  Furnished  Before  Occupancy.  A  Homebuj'er  shall  not 
be  entitled  to  commence  occupancy  of  the  Home  until  the  total  non-land  MH 
Contribution  on  behalf  of  the  Homebuj'er  as  specified  in  the  MHO  Agreement 
(whether  to  be  furnished  by  the  Homebu3'er  or  the  tribe),  has  been  furnished, 
whether  or  not  the  items  are  necessary  for  occupancy,  e.g.,  exterior  painting.  (For 
exception,  see  §  805.415(a) (2) (ii).) 

§805.409    MH  contributions  in  event  of  substitution  of  homebuyer. 

(a)  If  an  H^MO  Agreement  is  terminated  and  a  substitute  Homebuyer  is 
selected,  the  amount  and  kind  of  ]MH  Contribution  to  be  provided  by  the  substi- 
tute Homebuyer  shall  be  determined  in  accordance  with  the  principles  set  forth  in 
§  805.408;  i.e.,  the  credits  for  the  land  contribution  shall  be  divided  equally  among 
all  the  Homel)uyers  including  the  substitute  Homebu3'er  and  the  aggregate  MH 
credit  to  the  Homebu^-ers  for  credit  for  contributions  consisting  of  work,  materials 
or  equipment  shaU  not  be  more  than  the  amount  stated  in  the  Construction  Con- 
tract unless  (1)  the  contractor  agrees  to  reduce  the  Price  Paj^^able  to  Contractor  l)y 
an  amount  equal  to  the  additional  MH  credit,  but  without  any  increase  in  the 
Total  Contract  Price,  or  (2)  the  excess  is  accounted  for  under  paragraph  (b)  of  this 
section.  The  distribution  among  the  Homebuyers  of  the  non-land  contribution  to 
be  provided  shall,  to  the  maximum  extent  possible  follow  the  principles  of  §  805.408 
to  achieve  an  equitable  distribution  among  all  the  Homebuyers.  After  consulting 
the  Homebuyers  and  the  contractor,  the  IHA  shall  notify  each  Homebuyer  and 
the  contractor,  in  writing,  of  the  modifications  to  the  ]\IH  Contribution  require- 
ments, and  shall  advise  them  that  unless  they  notify  the  IHA  of  any  objection 
within  a  stated  time  from  receipt  of  the  notification,  the  modified  ?vIH  require- 
ments will  become  effective.  In  the  case  of  any  dispute  which  cannot  be  resolved  by 
the  IHA,  the  matter  may  be  referred  to  HUD  for  resolution. 


118 

(b)  Where  circumstances  so  require,  the  IHA  may,  provided  that  the  appro- 
priate development  account  is  credited,  permit  the  substitute  Homebuyer  tc 
complete  his  ]^IH  Contribution  within  a  specified  period  of  time,  not  later  than 
the  first  five  years  of  occupancy,  in  the  form  of  (1)  cash  in  addition  to  the  Required' 
^Ionthly  Payments,  (2)  clerical,  maintenance,  professional  or  technical  work  for 
the  IHA  or  (3)  another  form  of  contribution  satisfactory  to  the  IHA,  as  set  forth 
in  specific  provisions  to  be  included  in  the  MHO  Agreement. 

§  805.410    MH  work  contribution. 

(a)  Homehuyer^s  Work  Obligation.  (1)  Each  Homebuyer  shall  perform  the  work 
obligation  under  the  direction  of  the  contractor  in  accordance  with  the  terms  of 
the  MHO  Agreement.  The  work  ol^ligation  of  a  Homebuyer  may  be  performed  by 
members  of  the  famih^  The  work  may  also  be  performed  by  an  arrangement  for 
others  (relatives  or  friends,  for  example)  to  work  on  the  Homebuyer's  behalf,  but 
only  with  the  approval  of  the  IHA  and  the  contractor. 

(2)  The  specific  jobs  to  be  performed  by  Homebuyers,  and  the  value  of  each 
job,  shall  be  listed  in  an  appendix  to  the  Construction  Contract,  which  shall  be 
available  for  inspection  by  the  Homebuyers.  The  listed  jobs  shall  be  essential 

obs  which  the  contractor  would  have  to  pay  for  in  order  to  complete  the  Con- 
struction Contract  if  the  woi-k  were  not  provided  by  the  Homebuyers.  The  listed 
jobs  may  relate  to  work  on  site  improvements  or  community  facilities  and  may 
include  office  or  clerical  work. 

(3)  The  total  value  of  the  jobs  actually  assigned  to  the  Homebuyers  shall  not 
exceed  the  total  value  of  jobs  to  be  performed  by  MH  work,  and  the  total  value  of 
the  jobs  actually  assigned  to  any  Homebuyer  may  not  exceed  the  value  of  the 
MH  work  the  Homebuyer  is  required  to  provide. 

(b)  Valuation  of  Jobs.  The  jobs  listed  in  the  appendix  to  the  Construction  Con- 
tract shall  be  valued  by  the  IHA  and  the  contractor  as  follows: 

(1)  The  jolis  to  be  assigned  shall  be  identified.  For  example,  the  jobs  could 
include  prcfabrication  of  trusses,  wall  sections,  etc.,  mixing  mortar,  cutting 
and/or  nailing  lumber,  installing  lath,  exterior  and/or  interior  painting,  but  in 
eveiy  instance  shall  be  related  to  a  defined  quantity  or  a  part  of  the  Home,  so 
that  the  job  can  be  priced  on  a  per  unit  basis. 

(2)  For  each  of  these  jobs  an  estimate  shall  be  made  of  the  time  (hours  or  days) 
which  would  be  needed  if  the  work  were  done  by  journeymen  workers. 

(3)  The  amount  of  time  so  estimated  shall  then  be  multiplied  by  the  journey- 
men Davis-Bacon  wage  rate  foi-  the  type  of  work  involved.  The  amount  so  com- 
puted shall  constitute  the  value  of  the  job  involved. 

(c)  Assignment  and  Performance  of  Jobs  and  Homebuyer  Credit.  (1)  The  Homo- 
buyer  may  be  assigned  to  an}^  of  the  listed  jobs,  and  may  be  reassigned  from  one 
job  to  another  during  the  course  of  consti'uction, 

(2)  The  Homebuyer  shall  provide  as  many  hours  of  work  as  necessary  to  com- 
plete the  assigned  jobs  regardless  of  the  number  of  hours  used  to  compute  the 
value  of  the  jobs  under  paragraph  (b)  of  this  section.  The  credit  given  the  Home- 
buyer  shall  be  the  value  of  the  assigned  jobs  rt^gardless  of  the  number  of  hours 
actually  worked  to  perform  the  jobs. 

(3)  As  an  alternative  to  paragraph  (c)(2)  of  this  section,  the  contractor  may 
estimate  the  number  of  hours  of  Homebuyer  work  lequired  to  perform  the  jobs 
and  may  make  assignments  to  the  Homebuyers  in  terms  of  numbers  of  hours  of 
work.  In  that  event,  the  Homebuyer  shall  be  credited  for  the  full  MH  work 
contribution  when  the  numbei-  of  houi's  of  work  assigned  to  him  has  been  completed. 

(d)  Record  of  Mil  Work.  The  contractor  shall  adopt  a  sj^stem  (with  the  approval 
of  the  IHA)  for  keei)ing  a  record  of  MH  work. 

(e)  Failure  to  Provide  Mil  Work.  (1)  The  IHA  shall  to  the  extent  feasible 
monitf)r  the  performance  of  MH  work  so  that  problems  in  the  performance  of 
MH  work  can  he  anticipated  and  avoided,  oj-  effcH-l.vely  dealt  with  wh(^n  they 
occur.  The  IIIA  may  t(Mininat(>  the  MHO  Agreement  if  the  Homebuyer  is  unabfo 
or  unwilling  to  provide,  or  for  any  other  i-eason  fails  to  provide,  the  Mil  work 
obligation. 

(2)  If  in  the  judgment  of  the  contractor  a  Homebuyer  is  not  meeting  his  MH 
work  obligations,  the  contractor  may  request  the  assistance  of  the  IHA.  Wh(Te 
the  deficiency  cannot  otherwise  be  remedied,  the  contractor  may  icquest  the  IHA 
to  terminate  the  Homebuyer's  MHO  Agreement  and  select  anotlier  Homebuyer 
to  provide  th(i  MH  work. 

(3)  If  the  contractor  calls  upon  the  IHA  to  terminate  the  MHO  Agreement  and 
the  contractor  furnishes  to  the  111  A  sufficient  pioof  of  the  all(\ged  noni)erformance 
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by  the  Ilomeljuyer,  the  111  A  shall  then  terminate  the  MHO  Agrcrniutnt  in  acconl- 
ance  with  the  procedures  stated  in  §  805.424(l>).  In  the  event  of  such  a  termination 
of  an  MHO  Agreement,  the  IHA  shall,  to  the  extent  feasible,  select  a  substitute 
Homebuyer  able  to  provide  an  MH  work  contribution  equal  to  the  value  of  the 
uncompleted  work  assignment  of  the  terminated  Homebuyer.  If  the  IHA  finds 
it  is  not  feasible  to  select  such  a  substitute,  the  contractor  shall  nevertheless  not  be 
excused  from  his  obligation  to  achieve  acceptable  comi)leti()n  of  all  the  contract 
work  without  an  increase  in  the  Total  Contract  Price  or  Price  Payable  to  Con- 
tractor. 

§805.411     Cash  contribution. 

The  MIIO  Agreement  may  provide  for  a  contribution  of  cash  in  a  lump  sum,  or 
under  a  planned  installment  schedule,  so  long  as  the  full  amount  of  the  cash 
contril)ution  is  to  be  receive  I  l)y  the  IHA  not  later  than  the  flate  the  Home  is 
available  for  occupancy.  (I'^or  exceptions  see  §  805.409(b)  and  §  805.4 15(a) (2) (ii).) 
Payments  of  contributed  cash  shall  be  made  to  the  IHA  and  shall  be  utilized  for 
the  payment  of  Development  Costs. 

§805.412    Materials  or  equipment  contribution. 

If  any  part  of  a  Homebuyer's  MH  Contriljution  is  to  be  provided  by  furnishing 
materials  of  equipment,  such  contribution  shall  be  provided  and  accounted  for  in 
accordance  with  the  special  provisions  of  the  Construction  Contract  covering 
such  contril^ution,  which  provisions  shall  include  a  statement  of  the  kind,  quality 
and  value  of  such  contributed  materials  and  equipment. 

§805.413    Special  requirements  for  MH  construction  contracts. 

(a)  Special  Provisions  to  be  Included  in  Advertisements.  The  advertisement  for 
an  MH  Construction  Contract  shall  state  that: 

(1)  The  Project  is  an  MH  Project; 

(2)  The  contractor  may  obtain  a  copy  of  the  proposed  MH  Construction  Con- 
tract and  form  of  MHO  Agreement; 

(3)  The  contractor  may  obtain  a  listing  of  the  Homebuyers  whose  sites  have 
received  H  UD  tentative  site  approval,  and  a  specification  of  the  sources,  forms  and 
amounts  of  the  MH  Contributions  to  be  utilized  by  the  contractor; 

(4)  The  contractor  shall  be  permitted  to  review  information  relating  to  the 
ability  and  capacity  of  each  Homebuyer  to  provide  MH  work,  and  to  interview  the 
Homebuyers; 

(5)  By  suljmitting  a  bid  or  proposal,  the  contractor  agrees  that,  except  as  he  may 
specify  in  his  bid,  the  selected  Homebuyers  have  the  ability  and  capacity  to  pro- 
vide the  required  MH  work;  and 

(6)  Substitution  of  a  Homebuyer  shall  be  subject  to  the  approval  of  the  con- 
tractor, but  only  with  respect  to  the  ability  and  capacity  of  the  substitute  Home- 
buyer  to  provide  MH  work. 

(b)  Workmeiis  Compensation  Insurance.  The  contractor  shall  provide  Workmen's 
Compensation  Insurance  for  Homebuyers  and  those  authorized  to  provide  work 
on  their  behalf.  If  such  insurance  is  not  available,  the  contractor  shall  obtain  pri- 
vate insurance  of  suljstantially  comparable  coverage. 

(c)  Responsibility  of  Contractor.  The  Construction  Contract  shall  provide  that 
the  contractor  shall  be  responsible  for  acceptable  completion  of  all  the  Homes, 
including  the  tasks  assigned  to  Homebuyers  for  MH  work  credit. 

(d)  Total  Contract  Price  and  Price  Payable  to  Contractor.  The  Total  Contract 
Price  shall  include  the  sum  of  (1)  the  values  of  the  MH  work  to  be  performed,  and 
(2)  the  value  of  any  materials  and  equipment  to  be  provided  as  an  MH  Contribu- 
tion. The  Price  payable  to  Contractor  shall  be  the  Total  Contract  Price,  less  the 
sum  of  paragraph  (d)  (1)  and  (2)  of  this  section.  The  Total  Contract  Price  shall  not 
exceed  the  H  UD-approved  estimate  of  the  cost  of  constructing  the  Project  without 
the  use  of  any  MH  Contributions. 

§  805.414    Disposition  of  contributions  on  termination  before  date  of  occupancy. 

(a)  If  an  MHO  Agreement  is  terminated  by  the  IHA  or  the  Homebuyer  before 
the  Date  of  Occupancy,  the  Homebuyer  shall  not  receive  an}'  reimbursement  or 
return  of  property  on  account  of  any  contribution,  unless  the  IHA  makes  a  deter- 
mination, sul)ject  to  HUD  approval,  that  the  termination  is  warranted  by  reason 
of  unforeseen  circumstances  beyond  the  Homebuyer's  control,  or  other  unforeseen 
compelling  circumstances.  If  such  a  determination  is  made: 

(1)  The  Homebuyer  may  l)e  reimbursed  for  any  cash  materials  or  equipment 
contributed  l)y  the  Homel)Uver. 
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(2)  If  the  Homebuyer  coiitriliuted  land  as  a  Project  site,  the  site  may  be 
returned  if  (i)  construction  has  not  started  on  the  site  or  construction  on  the  site 
is  minimal,  and  (ii)  if  the  scope  of  the  Construction  Contract  is  affected,  an 
appropriate  reduction  in  the  Total  Contract  Price  and  Price  Payable  to  Contractor 
has  been  agreed  to  with  the  contractor.  If  the  site  is  not  returned  and  is  used  in 
the  Project,  the  terminated  Plomebuyer  shall  be  reimbursed  for  the  amount 
specified  in  the  MHO  Agreement  for  the  land  contril^ution. 

(3)  The  terminated  homebuyer  shall  have  no  right  to  any  reiml)ursement  or 
return  of  property  on  account  of  any  tribal  contiibution,  or  on  account  of  the 
value  of  any  MH  work  contribution. 

(b)  The  amount  of  an)'  credit  for  non-land  contributions  by  a  terminated 
Homebuyer,  other  than  a  contribution  for  which  reimbursement  or  return  of 
property  was  made  in  accordance  with  paragraph  (a)  of  this  section,  shall  be 
creilited  in  equal  shares  to  the  Unrefundal)le  AIH  Reserves  of  all  the  Homebuyers 
in  the  Project,  including  a  substitute  Homebuyer  (see  §  805.421(a)). 

(c)  The  amount  of  any  credit  on  account  of  any  tribal  non-land  contribution 
on  behalf  of  any  terminated  Homebuyer  shall  be  credited  to  the  Unrefundable 
MH  Reserve  maintained  for  the  substituted  Homebuyer  (see  §  805.421(a)), 

(d)  The  amount  of  any  credit  on  account  of  any  land  contribution  for  which 
reimbursement  or  return  of  pi'operty  in  accordance  with  paragraph  (a)  of  this 
section  is  not  made,  and  of  any  credit  on  account  of  the  terminated  Homebuyer's 
share  of  the  credits  for  homesites  contributed  by  the  tribe,  shall  lie  pooled  and 
shared  equally  by  all  the  Homebuyers  in  accordance  with  §  805.408(c)(1). 

§805.415    Actions  upon  completion;  commencement  of  occupancy. 

(a)  Notice.  (1)  Upon  acceptance  by  the  IHA  from  the  contractor  of  the  Home 
as  ready  for  occupancy,  the  IHA  shall  determine  whether  the  Homebuyer's  full 
MH  Contribution  has  been  provided  and,  in  the  event  of  an  affirmative  determina- 
tion, the  Homebuyer  shall  l)e  notified  in  writing  that  his  Home  is  availal)le  for 
occupancy  as  of  a  date  specified  in  the  notice  ("Date  of  Occupancy"). 

(2)  If  the  IHA  determines  that  the  Homebuyer  has  not  fully  provided  his  MH 
Contriliution,  the  Homebuyer  shall  be  so  notified  in  writing  and: 

(i)  The  notice  shall  specify  the  time  by  which  the  Homol:)U3'er's  full  MH 
Contribution  shall  be  provided  and  shall  state  that  the  Homebuyer  may  not 
commence  occupancy  until  the  Homebuyer's  full  MH  Contribution  has  been 
provided,  or 

(ii)  If  there  is  special  justification  for  permitting  occupancy  prior  to  completion 
of  the  Homebuyer's  MH  Contribution  (such  as  prevention  of  vandalism  or  unac- 
ceptable hardship  to  the  family)  and  there  is  reasonable  assurance  that  the  Home- 
buyer  will  complete  the  MH  Contribution  within  an  acceptable  time,  the  notice 
may  contain  a  Date  of  Occupancy.  In  such  case  the  notice  shall  state  that  the 
Home  ma}'  be  occupied  on  such  date:  Provided,  That  a  written  agreement  has 
been  entered  into  by  the  Homebuyer,  the  IHA  and  the  contractor  (if  MH  work  is 
involved)  specifying  the  schedule  and  other  details  for  completion  of  the  MH 
Contribution. 

(1))  Lease  Term  Under  MHO  Agreement.  The  term  of  the  Homebuyer's  lease 
under  the  MHO  Agreement  shall  be  as  provifled  in  the  MHO  Agreement. 

(c)  Credits  to  Mil  Reserves.  Promptly  after  the  Date  of  Occupancy  the  IHA  shall 
credit  the  amount  of  the  MH  Contributions  to  the  appropriate  Reserves  in  accord- 
ance with  §  805.421(a)  and  shall  provide  the  Homebuyer  and  the  tribal  government 
with  a  statement,  approved  by  HUD,  of  the  amounts  so  credited. 

§805.416    Required  monthly  payments. 

(a)  E.stablishnK  nt  of  Schedule.  (l)(i)  I'.nch  Homebuyer  shall  be  required  to  make 
a  monthly  payment  ("Required  Monthly  Payment")  of  no  less  than  the  Adminis- 
tration Charge. 

(ii)  Subject  to  the  requirement  for  payment  of  at  least  the  Administration 
Charge,  each  Homebuyer  shall  pay  an  amount  of  Required  Monthly  Payment 
computed  l^y  (i)  multiplying  Family  Income  iiy  a  specified  ])erccntage,  and  (ii) 
subtracting  from  that  amount  the  Utility  Deduction  (as  si)ecified  in  the  approved 
schedule).  The  six'cificd  percentage  shall  be  no  less  than  15  percent  and  no  more 
than  25  percent,  as  determined  by  the  IHA. 

(2)  The  III  A's  schedule  may  provide  that  the  Required  Monthly  Payment  shall 
not  be  more  than  a  maximum  amount  as  determined  under  the  regulations,  pro- 
vided that  this  maximum  shall  not  be  less  than  the  sum  of: 

(i)  The  Administration  Charge,  and 
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(ii)  The  monthly  debt  service  amount  shown  on  the  Ilomobuyor's  Purc'hu.se  Price 
Schedule. 

(b)  Amojint  of  Required  Monthly  Payment.  The  Ilomebuycr  sliall  p;iy  to  the  I II A 
during  the  lease  term  a  monthly  payment  ("Requii-ed  Monthly  I'avinent") 
determined  in  accordance  with  the  IIIA's  IlUD-approved  schedule  and  ro^ula- 
tions.  If  the  Required  Monthly  Payment  cxceerls  the  Achninistiation  Charge,  the 
amount  of  the  excess  shall  be  crerHted  to  the  Homebuyer's  Monthly  Kouitv  Pay- 
ments Account  (see  §  805.421(b)(1)). 

(c)  Definitions  Used  i7i  Determining  Required  Monthly  Payment.  For  the  purpose 
of  determining  the  amount  of  the  Required  Monthly  Payment: 

(1)  The  definitions  of  "Family  Income"  and  "Total  Family  Income"  as  stated 
in  24  CFR,  860.403(f)  and  860.403(o),  shall  be  applicable; 

(2)  "Utihty  Deduction"  shall  mean  the  amount  estimated  by  the  IHA,  and 
approved  by  HUD,  for  the  monthly  cost  to  the  liomebuyer  for  the  reasonable 
use  of  utihties  which  he  is  obligated  to  provide  under  the  ^itiO  Agreement;  and 

(3)  "Utilities"  shall  mean  water,  electricity,  gas,  other  heating,  refrigeraticm  and 
cooking  fuels  and  sewerage  services.  (Telephone  service  is  not  included  as  a  utility.) 

(d)  Adjustments  in  the  Amoufit  of  the  Required  Monthly  Payment.  After  the 
initial  determination  of  a  Homebuyer's  Required  Monthly  Payment,  the  IHA 
shall  increase  or  decrease  the  amount  of  such  payment  in  accordance  with  the 
HUD-approved  schedule  or  regulations  to  reflect  changes  in  Family  Income 
(pursuant  to  a  reexamination  i)y  the  IHA),  adjustments  in  the  Administration 
Charge,  or  in  any  of  the  other  factors  affecting  computation  of  the  Homebuyer's 
Required  Monthly  Payment. 

(2)  In  order  to  accommodate  wide  fluctuations  in  the  burden  of  making  Required 
Monthly  Payments  due  to  seasonal  conditions,  an  IHA  may  agree  with  an.y 
Homebuyer  for  payments  to  be  made  in  accordance  with  a  seasonally  arijusted 
schedule  which  assures  full  payment  of  the  required  amount  for  each  year. 

§805.417    Inspections;  responsibility  for  items  covered  by  warranty. 

(a)  Inspection  Before  Move-in  and  Identification  of  Warranties.  (1)  In  order  that 
there  shall  be  a  record  of  the  condition  of  the  Home  as  of  the  Date  of  Occupancy, 
an  inspection  of  the  Home  by  the  IHA  and  the  Homebuyer  shall  be  made  as 
close  as  possible  to,  but  not  later  than,  the  Date  of  Occupancy.  This  inspection 
shall  be  independent  of  the  inspection  required  by  §805. 221(c),  but  may,  if 
feasible,  be  combined  with  such  inspection.  After  the  inspection,  the  IHA  in- 
spector shall  give  the  Homebuyer  a  written  statement,  signed  by  the  inspector,  of 
the  condition  of  the  Home  and  equipment.  If  the  Hometjuyer  concurs  with  the 
statement,  he  shall  sign  a  cop}^  of  the  statement,  If  the  Homebuyer  does  not 
concur,  he  shall  state  his  objections.  The  inspector  shall  note  all  such  objections 
on  the  statement,  and  the  differences  shall  be  resolved  by  the  IHA. 

(2)  On  or  before  commencement  of  occupancy  of  each  Home,  the  IHA  shall 
furnish  the  Homebuyer  with  a  list  of  appUcalDle  contractor's,  manufacturers' 
and  suppliers'  warranties,  indicating  the  items  covered  and  the  periods  of  the 
warranties. 

(1))  Inspections  During  Contractor's  Warranty  Periods;  Rcsponsitjility  for 
Items  Covered  by  Contractor's,  Manufacturer's  or  Suppliers  Warranties.  The  IHA 
shall  inspect  the  Home  in  accordance  with  the  provisions  of  §  805.222(b)  during 
the  contractor's  warranty  period  or  periods.  Independent  of  such  IHA  inspections, 
and  the  inspections  required  under  paragraph  (a)  of  this  section,  it  shall  be  the 
responsibility  of  the  Homebuyer  during  the  period  covered  by  §§  805.222(b)  and 
805.417(a)  and  subsequently  for  the  duration  of  the  applicable  warranties,  to 
promptly  inform  the  IHA  in  writing  of  any  deficiencies  arising  during  the  war- 
ranty periods  (including  manufacturers'  and  suppliers'  warranties)  so  that  the 
IHA  may  enforce  any  rights  under  the  applicable  warranties.  If  a  Homebuyer 
fails  to  furnish  such  a  written  report  in  time,  and  the  IHA  is  subsequently  unable 
to  obtain  redress  under  the  warranty,  correction  of  the  deficiency  shall  be  the 
responsibility  of  the  Homebuyer. 

(c)  Inspection  Upon  Terfnination  of  Agreement.  If  the  MHO  Agreement  is 
terminated  for  any  reason  after  commencement  of  occupancy,  the  IHA  shall 
inspect  the  Home,  after  notifying  the  Homebuyer  of  the  time  for  the  inspection, 
and  shall  give  the  Homebuyer  a  w^ritten  statement  of  the  cost  of  any  maintenance 
work  required  to  put  the  Home  in  satisfactory  condition  for  the  next  occupant 
(see  §  805.424(d)  (1)  (i)). 

(d)  Homehuyer  Participation  in  Dispections.  The  Homebuyer  shall  be  notified 
that  he  or  his  representative  may  join  in  the  inspection  made  pursuant  to  this 
section. 
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(e)  Permission  for  Inspections.  The  Homebuyer  shall  permit  the  IIIA  to  inspect 
the  Home  at  reasonal)le  hours  and  intervals  during  the  lease  term  in  accordance 
with  rules  established  by  the  IHA. 

§805.418    Maintenance,  utilities,  and  use  of  home. 

(a)  Maintenance.  (1)  Homel^uyer's  Responsibilitj' for  Maintenance.  The  Home- 
bu3^er  shall  be  responsilile  for  maintenance  of  the  Home,  including  all  repairs 
and  replacements  (including  repairs  and  replacements  necessitated  by  damage 
from  any  cause).  The  IHA  shall  not  be  obhgated  to  pay  for  or  to  provide  any 
maintenance  of  the  Home  other  than  the  correction  of  wan-anty  items  reported 
during  the  applicable  warranty  period. 

(2)  Homebuyer' s  Failure  to  Perform  Maintenance,  (i)  Failure  of  the  Homebuyer 
to  perform  his  maintenance  obligations  constitutes  a  breach  of  the  MHO  Agree- 
ment. Upon  a  determination  by  the  IHA  that  a  breach  has  occurred,  the  IHA 
shall  require  the  Homebuyer  to  agree  to  a  specific  plan  of  action  to  cure  the 
breach  and  to  assure  future  compliance.  The  plan  shall  provide  for  maintenance 
work  to  be  done  within  a  reasonable  time  by  the  Homebuyer,  or  to  be  done  by 
the  IHA  and  charged  to  the  Home))uyer's  MEPA.  If  the  Homebu^^er  fails  to 
agree  to  a  reasonal)le  plan  or  fail?  to  carry  out  the  agreed  to  plan,  the  MHO 
Agreement  shall  be  terminated  in  accordance  with  §§  805.424(a)  and  805.424(b). 

(ii)  If  the  condition  of  the  property  creates  a  hazard  to  the  life,  health  or  safety 
of  the  occupants,  or  if  there  is  an  immediate  risk  of  serious  damage  to  the  property 
if  the  condition  is  not  corrected,  the  IHA  shall  have  the  work  done,  and  charge 
the  cost  thereof  to  the  Homebuyer's  MEPA  in  accordance  with   §  805.421(c). 

(iii)  Any  maintenance  work  performed  l)y  the  IHA  shall  be  accounted  for 
through  a  work  order  stating  the  nature  of  and  charge  for  the  work.  The  Home- 
buyer  shall  receive  a  copy  of  all  work  orders  for  his  Home. 

(b)  Homebuyer's  Responsibility  for  Utilities.  The  Homebuyer  shall  furnish  his 
own  utilities.  The  IHA  shall  have  no  obligation  to  do  so.  However,  if  the  IHA 
determines  that  the  Homelmyer  is  unable  to  provide  his  utilities,  and  that  this 
inability  creates  conditions  which  are  hazardous  to  life,  health  or  safety  of  the 
occupants,  or  threaten  immediate  serious  damage  to  the  property,  the  IHA  may 
provide  the  utilities  and  charge  the  Homebuyer's  MEPA  for  doing  so  (subject, 
however,  to  the  limitation  provided  at  §  805.421(c)(4)). 

(c)  Obligations  with  Respect  to  Home  and  Other  Perso7is  and  Property.  The  Home- 
buyer  shall  agree: 

(1)  To  use  the  Home  only  as  a  place  to  live  for  (i)  himself  and  the  members  of 
his  family  listed  in  a  schedule  appended  to  the  Homebuyer's  MHO  Agreement, 
(ii)  children  born  to  or  adopted  l)y  members  of  such  family  after  the  date  of  the 
MHO  Agreement,  and  foster  children,  (iii)  persons  providing  live-in  care  for  a 
member  of  the  Homebuyer  family,  anrl  (iv)  aged  or  widowed  parents  of  the 
Homebuyer  or  spouse;  other  family  members  may  live  in  the  Home  only  with  the 
prior  written  approval  of  the  IHA; 

(2)  Not  to  sublet  his  Home  without  the  prior  written  approval  of  the  IHA; 

(3)  To  abide  by  necessary  and  reasonable  regulations  promulgated  by  the  IIIA 
for  the  benefit  and  well-being  of  the  Project  and  the  Ilomebuyers,  which  shall  be 
prominently  posted  in  the  IHA  office; 

(4)  To  comply  with  all  ol)ligations  imposed  upon  Homcl)uyers  bj^  applicable 
provisions  of  building  and  housing  codes  materially  affecting  health  and  safety; 

(5)  To  keep  the  Home  and  such  other  areas  as  may  be  assigned  to  him  for  his 
exclusive  use  in  a  clean  and  safe  condition; 

(())  To  dispose  of  all  ashes,  garbage,  rubbish,  and  other  waste  from  the  Home 
in  a  sanitary  and  safe  manner; 

(7)  To  use  only  in  a  reasonable  mannei-  all  electrical,  plumbing,  sanitary,  heat- 
ing, ventilating,  air-conditioning  and  other  facilities  and  appurtenances; 

(8)  To  refrain  from,  and  to  cause  his  household  and  guests  to  refrain  from, 
destroying,  defacing,  (lamaging,  or  removing  any  part  of  the  Home  or  Project; 

(9)  To  conduct  himself  and  cause  other  persons  who  are  on  the  premises  with 
his  consent  to  conduct  themselves  in  a  manner  which  will  not  disturl)  the  neigh])ors' 
poaceful  enjoyment  of  their  accommodations  and  will  be  conducive  to  maintaining 
the  Project  in  a  decent,  s;if(»  and  sanitary  condition;  and 

(10)  To  refrain  from  illegal  or  other  activity  which  im[):iirs  th(^  physical  or 
social  environment  of  the  Project. 

(<l)  Structural  ('hnn(fes.  A  Homebuyer  shall  not  on  his  own  initiati\'e  make 
any  struct  mal  changes  in  or  additions  to  his  Home  unless  the  IHA  has  first  deter- 
mined in  writing  that  such  change  would  not  (I)  impair  the  value  of  the  Home, 
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the  surrounding  Homes,  or  the  Project  as  ii  whole;  or  (2)  affect  th(!  use  of  the 
Home  for  residential  purposes;  or  (3)  violate  II Ul)  icquiremcmts  as  to  construction 
and  design.  Any  changes  made  in  accordance  with  this  section  shall  \h)  at  the 
Ilomeljuyer's  expense  (and  not  from  any  Reserve  or  Account  created  under  the 
MHO  Agreement),  and  in  the  event  of  "termination  of  the  MHO  Agreement  the 
Homebuyer  shall  not  be  entitled  to  any  compensation  for  such  changes  or 
additions. 

§805.419    Administration  charge  and  operating  expense. 

(a)  Adminislration  Charge.  The  term  "Administration  Charge"  means  the 
amount  budgeted  per  unit  month  for  operating  expense  exclusive;  of  the  costs  of 
Independent  Public  Accountant  audits. 

(b)  Components  of  Operating  Expense.  The  term  "operating  expense;"  means 
the  amount  budgeted  for  the  following  operating  expense;  categories,  anfl  any 
other  operating  expense  categories  included  in  the  IIIA's  HUJ3-approved  operating 
budget  for  a  fiscal  year  or  other  budget  period: 

(1)  Administration.  Administrative  salaries;  travel;  legal  expenses;  postage; 
telephone  and  telegraph;  office  supplies,  space,  maintenance,  and  utilities;  account- 
ing services;  and  Independent  Public  Accountant  audits  approved  by  HUD 
(the  costs  of  which  shall  be  reimbursed  by  HUD). 

(2)  General  Expense.  The  cost  of  premiums  for  fire  and  other  insurance;  pay- 
ments in  lieu  of  taxes,  if  any;  payroll  taxes;  etc. 

(3)  Contribution  to  Operating  Reserve.  An  estimate  of  the  amount  required  to 
accumulate  an  Operating  Reserve  for  the  Project  as  provided  in  §  805.420. 

§805.420    Operating  reserve. 

(a)  The  IHA  shall  maintain  an  Operating  Reserve  for  the  Project  in  an  amount 
sufficient  for  working  capital  purposes,  for  estimated  future  nonroutine  require- 
ments for  IHA-owned  administrative  facilities  and  common  property,  and  for 
unanticipated  project  requirements  approved  by  HUD.  The  contril)ution  for  this 
reserve  pursuant  to  §  805.419(b)(3)  shall  be  determined  by  the  IHA  with  the 
approval  of  HUD.  The  mimimum  amount  of  such  contriljution  during  the  first 
])udget  period  following  the  end  of  the  Initial  Operating  Period,  as  defined  in  the 
ACC,  shall  l)e  $2.00  per  unit  per  month.  The  subsequent  amount  of  this  con- 
tribution and  the  proper  amount  of  this  contribution  and  the  proper  amount 
in  this  reserve  shall  l)e  increased  or  decreased  annually  by  the  IHA,  and  these 
amounts  shall  lj»e  included  in  the  Operating  Budget  submitted  to  HUD 
for  approval. 

(b)  At  the  end  of  each  fiscal  year  or  other  Ijudget  period  the  Project  Operating 
Reserve  shall  be  (1)  credited  with  the  amount  by  which  operating  receipts  oxceed 
operating  expenses  of  the  Project  for  the  budget  period,  or  (2)  charged  with  the 
amount  by  which  operating  expenses  exceed  operating  receipts  of  the  Project 
for  the  l)udget  period  to  the  extent  of  the  balance  in  the  Operating  Reserve. 

§805.421     Homebuyer  reserves  and  accounts. 

(a)  Refundable  and  Unrefundable  MH  Reserves  ("Reserves^').  (1)  The  IHA 
shall  esta])lish  as  of  the  Date  of  Occupancy  separate  Refundable  and  Unre- 
fundal)le  MH   Reserves  for  each  Homebuyer. 

(2)  The  Refundaljle  MH  Reserve  shall  be  credited  with  the  amount  of  the 
Homebuyer's  non-land  MH  Contril^ution. 

(3)  The  Unrefundable  MH  Reserve  shall  be  credited  (i)  with  the  amount  of  the 
Homebuyer's  share  of  any  credits  for  land  contributed  to  the  Project,  as  deter- 
mined in  accordance  with '§805.408  (c)(2),  (ii)  the  Homebuyer's  share  of  any  tribal 
non-land  contrilmtion  to  the  Project,  and  (iii)  the  Homebuyer's  share  pursuant 
to  §  805.414(b)  of  any  credit  for  non-land  contributions  Ijy  a  terminated 
Homebuyer. 

(4)  When  it  Ijecomes  necessary  to  draw  against  either  the  Refundable  MH 
Reserve  or  the  Unrefundable  MH  Reserve,  the  IHA  shall  requisition  the  funds 
from  HUD  as  an  advance  against  the  Project  Loan  pursuant  to  the  ACC.  The 
amount  of  these  l)orrowings,  along  with  other  Development  Costs,  are  repaid  by 
HUD  annual  contributions  payments  made  pursuant  to  the  ACC. 

(I))  Equity  Accounts  ("Accounts"),  (1)  Monthly  Equity  Payments  Account 
("MEPA").  The  IHA  shall  maintain  a  separate  MEPA  for  each  Homebuyer. 
The  IHA  shall,  as  provided  in  §  805.416(a),  credit  this  account  with  the  amount 
by  which  each  Required  Monthly  Payment  exceeds  the  Administration  Charge. 
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(2)  Voluntary  Equity  Payments  Account.  The  IHA  shall  maintain  a  separate 
Voluntary  Equity  Payments  Account  for  each  Homebuyer.  The  IHA  shall  credit 
this  account  with  the  amounts  of  any  periodic  or  occasional  voluntary  payments 
(over  and  above  the  Required  Monthly  Payments)  the  Homebuyer  may  desire 
to  make  to  acquire  ownership  of  the  Home  within  a  shorter  priod  of  time. 

(3)  hwestment  of  Excess.  When  the  aggregate  amount  of  funds  held  by  the  IHA 
in  the  MEPAs  and  Voluntary  Equity  Payments  Accounts  of  all  the  Homebuyers  in 
the  Project  exceeds  the  estimated  expenditure  requirements  for  90  days.  The  IHA 
shall  invest  the  excess  in  federall}-  insured  savings  accounts,  in  federally  insured 
credit  unions,  or  in  securities  approved  by  HUD.  Income  earned  on  the  investment 
of  such  funds  shall  periodically,  but  at  least  annually,  be  prorated  and  credited  to 
each  Homebuyer 's  MEPA  and  Voluntary  Equity  Payments  Account,  in  proportion 
to  the  amount  in  each  such  account  on  the  date  of  proration. 

(c)  Charges  for  Maintenance.  (1)  If  the  IHA  has  maintenance  work  done  in 
accordance  with  §  805.418(a)(2),  the  cost  thereof  shall  be  charged  to  the  Home- 
buyer's  MEPA. 

(2)  At  the  end  of  each  fiscal  year,  the  debit  balance,  if  any,  in  the  MEPA  shall 
be  charged,  first,  to  the  Voluntary  Equity  Payments  Account,  second,  to  the  Re- 
fundable ^IH  Reserve  and,  third,  to  the  Unrefundable  MH  Reserve,  to  the  extent 
of  the  credit  balances  in  such  Account  and  Reserves. 

(3)  In  lieu  of  charging  the  debit  balance  in  the  MEPA  to  the  Homebuyer's 
Refundable  MH  Reserve  and/or  Unrefundable  IMH  Reserve  (but  not  in  lieu  of 
charging  his  Voluntary  Equity  Payments  Account),  the  IHA  may  allow  the  debit 
balance  to  remain  in  the  MEPA  pending  replenishment  from  subsequent  credits 
to  the  Homebuyer's  MEPA. 

(4)  The  IHA  shall  at  no  time  permit  the  accumulation  of  a  debit  balance  in  the 
MEPA  in  excess  of  the  sum  of  the  credit  balances  in  the  Homebuyer's  Refundable 
and  Unrefundable  ]\IH  Reserves  unless  the  expenditure  is  required  to  alleviate  a 
hazard  to  the  life,  health  or  safety  of  the  occupants,  or  to  alleviate  an  immediate 
risk  of  serious  damage  to  the  property,  and  the  source  of  funds  for  reimbursement 
to  the  IHA  is  specificalh'  approved  by  HUD. 

(d)  Disposition  of  Reserves  and  Accounts  Upon  Acquisition  of  Ownership.  When 
the  Homebuyer  purchases  his  Home,  the  balances  in  the  Homebuyer's  Reserves 
and  Accounts  shall  be  disposed  of  in  accordance  with  §  805.422(d)(3). 

(e)  Disposition  of  Reserves  and  Accounts  Upon  Termination  of  the  Agreement. 
If  the  MHO  Agreement  is  terminated  l)y  the  Homel)Uver  or  the  IHA,  the  Ixilances 
in  the  Homebuver's  Reserves  and  Accounts  shall  ])e  disposed  of  in  accordance  with 
§  805.424(d). 

(f)  Use  of  Reserves  and  Accounts;  Nonassignability.  The  Homel)uyer  shall  have 
no  right  to  receive  or  use  the  funds  in  any  Reserve  or  Account  except  as  provided 
in  the  MHO  Agreement,  and  the  Homebuyer  shall  not,  without  approval  of  the 
IHA  and  HUD,  assign,  mortgage  or  pledge  any  rights  in  the  MHO  Agreement  or 
to  any  Reserve  or  Account. 

§805.422     Purchase  of  home. 

(a)  When  Home  May  Br  Purchased.  A  Homebuyer  may  at  his  option  purchase 
his  Home  on  or  after  the  Date  of  Occupancy,  but  only  if  the  Homebuyer  has  met 
all  of  his  ol)ligations  under  the  MHO  Agreement. 

(b)  Purchase  Price  and  Purchase  Price  Schedule.  (1)  Determination  of  Initial 
Purchase  Price.  The  IHA  shall  determine  the  Initial  Purchase  Price  of  a  Home  for 
the  Homebuyer  who  first  occupies  the  Home  pursuant  to  an  MHO  Agreement  as 
follows: 

Step  1:  From  the  estimated  total  Development  Cost  (including  the  MH  Con- 
tributions anfl  the  full  amount  for  contingencies  as  authorized  l)y  HUD)  of  the 
l^roject  as  shown  in  the  development  cost  l)udgct  in  effect  at  the  time  of  execution 
of  the  Construction  Contract,  deduct  the  amounts,  if  any,  attributal)le  to  (i) 
relocation  costs,  (ii)  counseling  costs,  and  (iii)  the  cost  of  any  community,  ad- 
ministration or  management  facilities,  including  the  land,  equipment  and  furnish- 
ings attributal)le  to  such  facilities  as  set  forth  in  the  Development  Program  for  the 
Project. 

Step  2:  Dechict  the  total  amount  attributable  to  land  for  the  Project  (including 
MH  ('ontrihution  credits  for  land,  but  not  including  land  attributable  to  com- 
munity, a(hiiinistration  or  management  facilities)  from  th(>  amount  determined  in 
Step  1. 

Step  .;.-  Multiply  the  amount  determined  in  Stej)  2  by  a  fraction  of  which  the 
numerator  is  the  i)rototype  cost  for  the  size  and  tj'pe  of  Home  being  constructed 
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for  the  Honiel)uycr  and  the  denoiniiiator  is  the  sum  of  the  unit  prototype  costs  for 
the  Homes  of  various  sizes  and  types  comprising  the  Project. 

Step  4:  Determine  the  amount  chargeable  to  Development  Cost  for  acquisition 
of  the  homesite  (the  assigned  value  of  the  homesite  in  acccjrdance  with  section 
805. 408(c)(1)  or  the  actual  cost  of  the  homesite,  and  not  the  liomeijuyer's  share 
of  the  aggregate  credit  foi-  all  the  contril)ute(l  homesites.) 

Step  5:  Add  the  amount  detei'mined  in  Step  4  to  th(!  amount  determined  in 
Step  3.  The  sum  determined  under  this  step  shall  be  the  Initial  Purchase;  Price 
of  the  Home. 

(2)  Purchase  Price  Schedule.  As  i)romptly  as  possible  after  execution  of  the 
Construction  Contiact,  the  IHA  shall  furnish  to  the  Homebuyer  a  statement  of 
the  initial  Purchase  Price  of  the  Home  and  a  Purchase  Price  Schedule.  The  Pur- 
chase Price  Schedule  shall  (i)  show  the  monthly  amortization  of  the  Initial 
Purchase  Price  over  a  25-year  period,  (ii)  state  the  monthly  debt  service  amount 
upon  which  the  schedule  is  based,  and  (iii)  state  that  such  amortization  shall  com- 
mence with  the  first  day  of  the  month  following  the  I^ate  of  Occupancy.  The 
schedule  shall  l)e  computed  on  the  basis  of  a  rate  of  interest  equal  to  the  Mininnim 
Loan  Interest  Rate  for  the  Project  stated  in  the  ACC. 

(c)  Initial  Purchase  Price  and  Purchase  Price  Schedule  for  Subsequent  Home- 
buyer.  (1)  Subsequent  Homebuyer.  "Subsequent  PIomel)uyer"  means  a  Homel)Uyer 
other  than  the  Homebuyer  who  first  occupies  a  Home  pursuant  to  an  MHO 
Agreement. 

(2)  Determination  of  Initial  Purchase  Price.  The  Initial  Purchase  Price  for  a 
Subsequent  Homebuyer  shall  be  the  low^r  of  the  current  appraised  value  or  the 
current  replacement  cost  of  the  Home,  both  as  determined  or  approved  by  HUD. 

(3)  Purchase  Price  Schedule.  Each  Subsequent  Homebu.ver  shall  be  provided 
with  a  Purchase  Price  Schedule  showing  (1)  the  monthly  declining  purchase  price 
over  a  25  year  period  commencing  with  the  first  day  of  the  month  following  the 
effective  date  of  the  Homebuyers  Ownership  Opportunity  Agreement  of  the  Sub- 
sequent Homebuyer  and  (2)  "the  level  monthly  debt  service  amount  necessar}'  to 
complete  amortization  of  the  initial  purchase  price  over  such  period  at  the  interest 
rate  used  to  compute  the  Purchase  Price  Schedule  for  the  first  homebuyer. 

(d)  Conveyance  of  Home.  (1)  Amounts  To  Be  Paid.  The  purchase  price  shall  be 
the  amount  show^n  on  the  Purchase  Price  Schedule  for  the  month  in  which  the 
settlement  date  falls. 

(2)  Settlement  Costs.  Settlement  Costs  are  the  costs  incidental  to  acquiring  owner- 
ship, including,  e.g.,  the  cost  and  fees  for  credit  report,  field  survey,  title  examina- 
tion, title  insurance,  inspections,  attorneys  other  than  the  IHA's  attorne}', 
closing,  recording,  transfer  taxes,  financing  fees  and  mortgage  loan  discounts. 
Settlement  Costs  shall  be  paid  by  the  Homel)uyer,  who  may  use  any  Reserves  or 
Accounts  available  for  this  purpose  in  accordance  with  paragraph  (d)(3)  of  this 
section. 

(3)  Disposition  of  Homebuyer  Reserves  and  Accounts.  When  the  Homebuyer 
purchases  the  Home  the  net  credit  balances  in  the  Homebu\'er's  Reserves  and 
Accounts  under  §  805.421  shall  be  applied  in  the  following  order: 

(i)  If  the  IHA  finances  purchase  of  the  Home  in  accordance  with  §  805.423, 
the  MEPA  and  the  Voluntar}'  Equity  Payments  Account  shall  be  charged,  to  the 
extent  of  the  net  credit  balance  of  these  Accounts,  first,  for  the  initial  payment  for 
fire  and  extended  coverage  insurance  on  the  Home  after  conveyance  and,  second, 
for  establishment  of  a  Homeowner's  maintenance  reserv^e.  Any  further  amounts 
necessary  for  these  purposes  shall  then  l^e  charged  against  the  MH  Reserves: 

(ii)   For  application  to  Settlement  Costs  if  the  Homebuyer  so  directs; 

(iii)   To  payment  of  the  purchase  price;  and 

(iv)    For  refund  to  the  Homebuyer. 

(4)  Settlement.  A  Home  shall  not  be  conveyed  until  the  Homebuyer  has  met 
all  his  obligations  under  the  MHO  Agreement.  The  settlement  date  shall  be 
mutually  agreed  upon  by  the  parties.  On  the  settlement  date  the  Homebm'er  shall 
receive  the  documents  necessar\'  to  convey  to  the  Homebuyer  the  IHA's  right, 
title  and  interest  in  the  Home,  subject  to  any  applicable  restrictions  of  covenants  as 
expressed  in  such  documents.  The  required  documents  shall  l3e  approved  by  the 
attorneys  representing  the  IHA  and  HUD,  and  by  the  Homelmyer  or  his  attorney. 

(5)  IHA  Investment  of  Purchase  Price  Payments,  and  Remittance  to  HUD.  After 
conveyance,  all  funds  held  or  received  l^y  the  IHA  which  are  applied  to  payment 
of  the  pui'chase  price  of  a  Home  ])y  a  HomelDuyer  or  Homeowner  shall  be  held 
separate  from  other  Project  funds,  shall  not  be  used  for  development  or  operating 
expenses  of  any  Project,  and  shall  be  invested  in  accordance  with  HUD  require- 
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ments.  Such  funds  include  the  amount  applied  to  payment  of  the  purchase  price 
from  the  MEPA  and  the  Voluntary  Equity  Payments  Account;  any  cash  paid  in 
by  the  Homebuyer  for  application  to  the  purchase  price;  and,  if  the  IHA  finances 
purchase  of  the  Home  in  accordance  with  §  805.423,  any  portion  of  the  mortgage 
payments  by  the  Homeowner  attributable  to  payment  of  the  debt  service  (prin- 
cipal and  interest)  on  the  mortgage.  At  such  intervals  as  HUD  may  direct,  the 
IHA  shall  remit  to  HUD  all  such  funds,  and  all  income  earned  on  the  investement 
of  such  funds. 

(e)  Xotice  of  Eligibility  for  Financing.  (1)  The  IHA  shall  at  the  time  of  each 
examination  or  reexamination  of  the  family's  earnings  and  other  income  determine 
among  other  things  whether  the  Homebuyer  is  eligible  for  IHA  Homeownership 
Financing  under  §  805.423.  If  the  IHA  determines  that  the  Homebuj'er  is  eligible, 
it  shall  notify  the  Homebuyer  in  writing  and  shall  state  that  it  will  make  available 
IHA  Homeownership  Financing  to  enable  the  Homebuj^er  to  purchase  the  home, 
and  until  the  Homebuyer  purchases  the  home,  his  or  her  status  will  be  as  provided 
in  §  804.422(e)(2),  the  text  of  which,  appropriated"  modified,  shall  be  set  forth  in 
the  letter  of  notification. 

(2)  After  the  IHA  has  given  notice  in  accordance  with  paragraph  (e)(1)  of  this 
section  that  the  Homebuyer  is  eligible  for  IHA  Homeownership  Financing,  and 
until  the  Homebuyer  purchases  his  Home,  he  shall  have  all  the  rights  of  a  Home- 
bu.ver  (including  the  right  to  continue  accumulating  credits  in  the  MEPA  and 
Voluntary  Equity  Paj'ments  Account)  and  shall  ])e  subject  to  all  the  obligations 
under  the  MHO  Agreement  (including  the  olnigation  to  make  monthly  payments 
based  on  income).  However,  during  this  period  there  shall  l)e  no  reduction  in  the 
purchase  price  pursuant  to  the  Purchase  Price  Schedule,  and  the  purchase  price 
at  the  time  the  Homel)uyer  purchases  his  Home  shall  be  the  amount  shown  on  the 
Purchase  Price  Schedule  for  the  month  the  IHA  gave  the  notice  in  accordance 
with  paragraph  (e)(1)  of  thL^  section. 

§805.423    IHA  homeownership  financing. 

(a)  Eligibility.  The  Homebuyer  shall  be  eligible  for  IHA  Homeownership 
Financing  when  the  IHA  determines  that: 

(1)  He  can  pay:  (i)  The  amount  necessar}"  for  Settlement  Costs,  (ii)  the  initial 
pa\'ment  for  fire  and  extended  coverage  insurance  carried  on  the  Home  after 
conveyance,  and  (iii)  $1,500  for  the  Homeowner's  maintenance  reserve  (these 
amounts  may  be  paid  l)y  application  of  l)alances  in  the  Homelniyer's  Reserves  or 
Accounts,  or  from  other  Homebuyer  sources) ;  and 

(2)  The  Homebu3'er's  income  has  reached  the  level,  and  is  likely  to  continue  at 
such  level,  at  which  25  percent  of  monthly  Famil}"  Income  is  at  least  equal  to  the 
sum  of  the  monthly  flebt  service  amount  shown  on  the  Homel)uyer's  Purchase 
Price  Schedule  and  the  IHA's  estimates,  approved  by  HUD,  of  the  following 
monthly  payments  and  allowances: 

(A)  Payment  for  fire  and  extended  coverage  insurance; 

(B)  Payment  for  taxes  and  special  assessments,  if  any; 

(C)  The  I II A  mortgage  servicing  charge; 

(D)  Amount  necessary  for  maintenance  of  the  Home;  and 

(E)  Amount  necessary  for  utilities  for  the  Home. 

(1))  Promissory  Note,  Mortgage,  and  Mortgage  Amortization  Schedule.  (1)  When 
IHA  Homeownership  Financing  is  utilized  the  Homebuyer  shall  execute  and 
deliver  a  Promissory  Note  and  Mortgage.  The  Mortgag(>  shall  be  a  first  lien  on 
the  i>i()perty,  shall  be  in  form  approved  by  IIUD,  shall  be  recorded  by  the  IHA, 
and  shall  secure  performance^  of  all  th(»  terms  and  conditions  of  the  Promissory 
Note.  The  iJiiiicipul  amount  of  the  Promissory  Note  shall  be  equal  to  the  unpaid 
l)alance  of  the  puichase  piice  of  the  Home  as  determined  in  accordance  with 
§  805.422.  The  Promissory  Note  and/or  Mortgage  shall  contain  provisions  re- 
quired by  IIIJI)  which,  among  other  things,  will  ])rovide  for  adjustment  of 
monthly  niortgage  payments  in  the  event  of  a  reduction  in  income,  and  for  a 
ni:iint<'iianc('  reserve  of  $1,500  to  be  used  if  the  IIoni(>owner  has  no  other  funds 
roason;il)l\-  :i\;iil:ibl('  to  j)ay  for  cxix-nscs  such  as  maintenance,  insiu'ance,  and 
taxes. 

(2)  The  I  n  .\  shall  furnish  the  Homebuyer  a  Mortgage  .\moitization  Sch(>dule 
based  on  the  amount  of  th(>  Proinissoi'v  Note.  This  scheduU^  shall  i)i()vide  for 
monthly  reductions  in  and  complete  amortization  of  the  i)rincipal  amount  of  the 
Promissory  Note,  and  shall  show  the  level  monthly  debt  service  amount  needed 
to  rom|)lete  the  amortization.  The  amortization  period  shall  commence  on  the 
first  day  of  the  month  following  the  date  of  settlem(>nt  and  shall  end  on  th(^  first 
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day  after  the  (>n(l  of  the  pei-iod  covered  hy  the  Iloniehuver's  Puicluisc  Piice 
Schedule.  The  I'ate  of  interest  shall  he  the  I''I1A  niaxiinmn  iiiterest  late  foi-  home 
mortgages  in  effect  at  the  time  of  settlement. 

(c)  Insurance.  Fire  and  extend(>d  coverage  insurance  in  an  amount  and  on 
terms  acceptahle  to  HUD  shall  he  ohtaincnl  hy  the  III  A  piioi-  to  settlement  and 
shall  he  maintained  until  tcMinination  of  the  ohligation  under  the  Mortgage.  The 
Homeowner  shall  make  payments  to  the  IHA  to  cover  the  cost  of  the  insurance. 

(d)  Disposition  of  Servicing  Fees  and  Mortgage  Deld  Service  Faymenls.  The 
amount  of  the  mortgage  servicing  fees  collected  from  the  Homeownei-  under 
Promissory  Note  may  be  retained  hy  the  IHA,  and  utilized  as  Project  operating 
receipts.  The  total  amount  of  the  mortgage  payments  collected  which  are  at- 
trihuta])le  to  payment  of  deht  service  (principal  anrl  interest)  on  the  mortgage 
shall  he  remitted  to  HUD  in  accordance  with  §  80o.422(d)  (.J). 

(e)  Occupancy,  Care  and  Use  of  Home.  The  IHA  shall  ))romulgate  rules  and 
regulations  which  are  consistent  with  the  provisions  of  §  805.4 18(c)  concerning 
occupancy,  care  and  use  of  their  Homes  by  Homeowners. 

§805.424    Termination  of  MHO  agreement. 

(a)  Termination  Upon  Breach.  In  the  event  the  Homebuyer  fails  to  comply 
with  any  of  his  obligations  under  the  MHO  Agreement,  the  IHA  may  terminate 
the  MHO  Agreement.  Misrepresentation  or  withholding  of  materal  information 
in  applying  for  admission  or  in  connection  with  any  subsequent  reexamination 
of  income  and  family  composition  constittites  a  breach  of  the  Homebuyers' 
obligations  under  the  MHO  Agreement.  "Termination"  as  used  in  the  MHO 
Agreement  does  not  include  acquisition  of  ownership  by  the  Homebuyer. 

(Vj)  Notice  of  Termination  of  MHO  Agreement  by  the  IHA;  Right  of  Homebuyer 
to  Respond.  Termination  of  the  MHO  Agreement  by  the  IHA  for  any  reason  shall 
be  by  written  Notice  of  Termination.  Such  notice  shall  state  (1)  the  reason  for 
termination;  (2)  that  the  Homebuyer  may  respond  to  the  IHA  in  writing  or  in 
person,  within  a  specified  reasonable  period  of  time  regarding  the  reason  for 
termination;  (3)  that  in  such  response  he  may  be  represented  or  accompanied 
by  a  person  of  his  choice,  including  a  representative  of  the  tribal  government; 

(4)  that  the  IHA  will  advise  the  tribal  government  concerning  the  termination; 

(5)  that  if,  within  30  days  after  the  date  of  receipt  of  the  Notice  of  Termination, 
the  Homebuyer  presents  to  the  IHA  evidence  or  assurances  satisafctory  to  the 
IHA  that  he  will  cure  the  breach  and  continue  to  carry  out  his  MHO  obligations, 
the  IHA  maj^  rescind  or  extend  the  Notice  of  Termination;  and  (6)  that  unless 
there  is  such  recision  or  extension,  the  lease  term  and  MHO  Agreement  shall 
terminate  on  the  30th  day  after  the  date  of  receipt  of  the  Notice  of  Termination. 
The  IHA  may,  with  HUD  approval,  modify  the  provisions  of  the  Notice  of 
Termination  relating  to  the  procedures  for  presentation  and  consideration  of  the 
Homebuyer's  response.  In  all  cases  the  IHA's  procedures  for  the  termination 
of  an  MHO  Agreement  shall  afford  a  fair  and  reasonable  opportunity  to  have 
the  Homebuyer's  response  heard  and  considered  by  the  IHA.  Such  procedures 
shall  comply  with  the  Indian  Civil  Rights  Act. 

(c)  Termination  of  MHO  Agreement  by  Homebuyer.  The  Homebuyer  may  termi- 
nate the  MHO  Agreement  by  giving  the  IHA  written  notice,  and  the  lease  term 
and  MHO  Agreement  shall  terminate  on  the  30th  day  after  the  date  of  receipt 
of  such  notice.  If  the  Homebuyer  vacates  the  Home  without  notice  to  the  IHA 
the  Homebuyer  shall  ramain  subject  to  the  obligations  of  the  MHO  Agreement 
including  the  obligation  to  make  monthly  payments  until  the  IHA  terminates 
the  MHO  Agreement  in  writing.  Notice  of  the  termination  shall  be  communicated 
by  the  IHA  to  the  Homebuyer  to  the  extent  feasible  and  the  termination  shall 
be  effective  on  the  date  stated  in  the  notice. 

(d)  Disposition  of  Funds  Upon  Termination  of  the  MHO  Agreement.  If  the 
MHO  Agreement  is  terminated  by  the  Homebuyer  or  the  IHA  the  balances  in 
the  Homebuyer's  Reserves  and  Accounts  shall  be  disposed  of  as  follows: 

(1)  The  MEPA  shall  be  charged  with: 

(i)  Any  maintenance  cost  incurred  by  the  IHA  to  put  the  Home  in  satisfactory 
condition  for  the  next  occupant; 

(ii)  Any  amounts  the  Homebuyer  owes  the  IHA  including  Required  Monthly 
Payments;  and 

(iii)  The  Required  Monthly  Payment  for  the  period  the  Home  is  vacant  not 
to  exceed  30  days  from  the  date  of  receipt  of  the  Notice  of  Termination,  or  if  the 
Homebuyer  vacates  the  Home  without  notice  to  the  IHA,  for  the  period  ending 
with  the  effective  date  of  termination  by  the  IHA. 
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(2)  If  after  making  the  charges  in  accordance  with  paragraph  (d)(1)  of  this 
section  there  is  a  debit  balance  in  the  MEPA,  the  IHA  shall  charge  that  debit 
balance,  first,  to  the  Voluntary  Equity  Payments  Account,  second,  to  the  Re- 
fundable MH  Reserve  and,  third,  to  the  Unrefundable  MH  Reserve,  to  the 
extent  of  the  credit  balances  in  such  Reserves  and  Account.  If  the  debit  l^alance 
in  the  MEPA  exceeds  the  sum  of  the  credit  balances  in  the  Voluntary  Equity 
Payments  Account  and  the  Refundable  and  Unrefundable  MH  Reserves  the 
Homebuyer  shall  be  required  to  pay  to  the  IHA  the  amount  of  such  excess. 

(3)  If,  after  making  the  charges  in  accordance  with  paragraph  (d)(1)  of  this 
section  there  is  a  credit  balance  in  the  MEPA,  this  amount  shall  be  refunded  to 
the  Home})uyer. 

(4)  Any  credit  balance  remaining  in  the  Voluntary  Equity  Payments  Account 
after  making  the  charges  described  in  paragraph  (d)(2)  of  this  section  shall  be 
refunded  to  the  Homebuyer. 

(5)  Any  credit  balance  remaining  in  the  Refundable  MH  Reserve  after  making 
the  charges  described  in  paragraph  (d)(2)  of  this  section  shall  be  refunded  to  the 
Homebuyer. 

(6)  Any  credit  balance  remaining  in  the  Unrefundable  MH  Reserve  after 
making  the  charges  descriljed  in  paragraph  (d)(2)  of  this  section  is  not  refundable 
to  the  Homebuyer  and  shall  be  retained  by  the  IHA  on  behalf  of  a  Subsequent 
Homebuyer. 

(e)  Settlement  upon  Termination.  (1)  Time  for  Settlement.  Settlement  with  the 
Homebuyer  following  a  termination  shall  be  made  as  promptly  as  possible  after 
all  charges  provided  in  paragraph  (d)  of  this  section  have  been  determined  and 
the  IHA  has  given  the  Homebuyer  a  statement  of  such  charges.  The  Homebuyer 
may  obtain  a  settlement  before  the  actual  cost  of  any  maintenance  required  to 
put  the  Home  in  satisfactory  condition  for  the  next  occupant  has  been  deter- 
mined if  the  Homebuyer  is  willing  to  accept  the  IHA's  estimate  of  the  amount 
of  such  cost.  In  such  case,  the  amounts  to  be  charged  for  such  maintenance  shall 
be  ])ased  on  the  IHA's  estimate  of  the  cost  thereof. 

(2)  Disposition  of  personal  property.  Upon  termination,  the  IHA  may  dispose  of 
in  any  lawful  manner  deemed  suitable  by  the  IHA  any  item  of  personal  propertj^ 
abandoned  by  the  Hombuyer  in  the  Home.  Proceeds,  if  any,  after  such  disposition, 
may  be  applied  to  the  payment  of  amounts  owned  by  the  Homebuyer  to  the  IHA. 

(f)  Responsihilily  of  IHA  to  Terminate.  (1)  The  tllA  is  responsible  for  taking 
appropriate  action  with  respect  to  any  non-compliance  with  the  MHO  Agreement 
by  the  Homebuyer.  In  cases  of  non-compliance  which  are  not  corrected  as  provided 
further  in  this  paragraph,  it  is  the  responsibility  of  the  IHA  to  terminate  the  MHO 
Agreement  to  evict  the  occupant  in  accordance  with  the  provisions  of  this  section. 

(2)  As  promptly  as  possible,  after  a  non-compliance  comes  to  the  attention  of 
the  IHA,  the  IHA  shall  discuss  the  matter  with  the  Homebuyer  and  give  him  an 
opportunity  to  state  any  extenuating  circumstances  or  complaints  which  he  may 
have.  A  specific  plan  of  action  shall  be  agreed  upon  which  will  indicate  specifically 
how  the  Homebuyer  will  come  into  compliance  as  well  as  any  actions  by  the  IHA 
which  may  be  appropriate.  This  plan  shall  l)e  put  in  writing  and  shall  be  signed  by 
both  parties. 

(3)  Compliance  with  the  plan  shall  be  checked  by  the  IHA  not  later  than  30  days 
from  the  date  thereof.  In  the  event  of  refusal  by  the  Homebuyer  to  agree  to  such  a 
plan  or  failure  by  the  Homebuyer  to  comply  with  the  plan,  the  IHA  shall  issue  a 
Notice  of  Termination  of  the  MHO  Agreement  and  evict  the  Homebuyer  in 
accordance  with  the  provisions  of  this  .section. 

(4)  A  record  of  meetings  with  Homebuyers,  written  plans  of  action  agreed  upon, 
and  all  other  related  steps  taken  pursuant  to  this  paragraph  (f)  shall  be  maintainod 
i)y  the  IHA  for  inspection  by  HUD. 

§805.425     Succession  upon  death,  mental  incapacity  or  abandonment. 

(;i)  Dcfuiilioii  of  '^ I'Jrcnl.^'  "Mvcnt"  means  th(>  death  of,  or  mental  incapacity  of, 
or  al)andonin('nt  of  the  Home  by,  all  of  the  jxM-sons  who  have  (>xecuted  the  MHO 
AgnM-ment  as  Hom('l)uyers. 

(b)  JJcsig nation  of  Successor  by  Homebuyer.  A  Homebuyer  may  designate  as  a 
successor  only  a  person  who,  at  the  time  of  the  desigtiation,  is  a  member  of  the 
Honiebuvci's  family  an<l  is  an  authoi-izetj  occupant  of  the  Home  in  accordanc(>  with 
the  .\1  IK)  A  green  lent,  oi"  if  the  desigii:ition  is  made  b(>fore  completion  of  ihv  Home, 
is  :i  iiiemher  of  the  llomebuyer's  family  and  is  scheduled  to  be  an  occupant  wluMi 
the  Home  is  eompleted.  The  desigtiation  shall  be  made  at  the  time  of  execution  of 
the  MHO  Agreement  and  the  Homebuyer  may,  at  any  subsequent  time,  change 
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the  designation  by  written  notice  to  the  I II  A,  and  designate  another  mi(cc».,i 
who  meets  the  qualifications  of  this  paragraph.  The  designated  successor  shall  he 
entitled  to  succeed  only  if,  at  the  time  of  the  Kvent,  he  meets  th(!  conditions  stated 
in  paragraph  (c)  of  this  section. 

(c)  Succession  by  Persons  Designated  by  Homebuyer.  Upon  occurrence  of  an 
Event,  the  person  designated  as  the  successor  shall  succeed  to  the  former  Home- 
buyer's  rights  and  responsibilities  under  the  MHO  Agreement  if  the  designated 
successor  meets  the  following  conditions: 

(1)  At  the  time  of  the  Event,  (i)  the  successor  is  a  member  of  the  Ilomcbuyer's 
family  who  is  entitled  to  live  in  the  Home  pursuant  to  the  IIIA's  written  approval, 
and  (ii)  in  the  case  of  an  Event  occurring  after  commencement  of  occupancy  by 
the  Homebuyer,  the  successor  is  living  in  the  Home; 

(2)  The  successor  is  willing  and  able  to  pay  the  Administration  Charge  and 
to  perform  the  obligations  of  a  Homebuyer  under  an  MHO  Agreement;  and 

(3)  The  successor  executes  an  assumption  of  the  former  Homebuver's  obliga- 
tions under  the  MHO  Agreement. 

(d)  Designation  of  Successor  by  IHA.  If  at  the  time  of  the  Event  there  is  no 
successor  rlesignated  by  the  Homebuyer,  or  if  any  of  the  conditions  in  paragraph 
(c)  of  this  section  are  not  met  by  the  designated  successor,  the  IHA  may  designate 
as  successor  any  family  member  who  meets  all  of  the  conditions  of  paragraph  (c) 
of  this  section. 

(e)  Occupancy  by  Appointed  Guardian.  If  at  the  time  of  the  P^vent  there  is  no 
qualified  successor  designated  by  the  Homebuyer  or  by  the  IHA  in  accordance  with 
the  foregoing  paragraphs  of  this  section,  and  a  minor  child  or  children  of  the 
Homebuyer  are  living  in  the  Home,  the  IHA  may,  in  order  to  protect  their  con- 
tinued occupancy  and  opportunity  for  acquiring  ownership  of  the  Home,  approve 
as  occupant  of  the  Home  an  appropriate  adult  who  has  been  appointed  legal 
guardian  of  the  children  with  a  duty  to  perform  the  obligations  of  the  MHO  Agree- 
ment in  their  interest  and  behalf. 

(f)  Succession  and  Occupancy  on  Restricted  Indian  Land.  In  the  case  of  a  Home  on 
Indian  land  subject  to  restrictions  on  alienation  under  federal  or  state  law  (in- 
cluding federal  trust  or  restricted  land  as  defined  in  §  805.218(a)  (2)  and  land 
subject  to  trust  or  restriction  under  state  law),  a  person  who  is  prohibited  by  law 
from  succeeding  to  the  IHA's  interest  in  such  land  may,  nevertheless,  continue 
in  occupancy  with  all  the  rights,  obligations  and  benefits  of  the  MHO  Agreement, 
modified  to  conform  to  these  restrictions  on  succession  to  the  land. 

(g)  Termination  in  Absence  of  Qualified  Successor  or  Occupant.  If  there  is  no 
qualified  successor  in  accordance  with  any  of  the  foregoing  paragraphs  of  this 
section,  the  IHA  shall  terminate  the  MHO  Agreement. 

§  805.426    Miscellaneous. 

(a)  Annual  Statement  to  Homebuyer.  The  IHA  shall  provide  an  annual  statement 
to  the  Homebuyer  which  will  set  forth,  at  the  end  of  the  IHA  fiscal  year,  the 
amount  in  each  of  the  following:  (1)  The  Voluntary  Equity  Payments  Account, 
(2)  the  MEPA,  (3)  the  Refundable  MH  Reserve,  and  (4)  the  Unrefundable  MH 
Reserve.  The  statement  shall  also  set  forth  the  remaining  balance  of  the  purchase 
price. 

(b)  Insurance  Prior  to  Transfer  of  Ownership;  Repair  or  Rebuilding.  (1)  Insurance. 
The  IHA  shall  carr}^  all  insurance  prescribed  by  HUD  including  fire  and  extended 
coverage  insurance  upon  the  Home. 

(2)  Repair  or  Rebuilding.  In  the  event  the  Home  is  damaged  or  destroyed  by 
fire  or  other  casualty  the  IHA  shall  consult  with  the  Homebuyer  as  to  whether 
the  Home  shall  be  repaired  or  rebuilt.  If  the  IHA  determines  that  the  Home 
should  not  be  repaired  or  rebuilt,  but  the  Homebuyer  disagrees,  the  matter  shall 
be  submitted  to  HUD  for  final  determination.  If  the  final  determination  is  that  the 
Home  should  not  be  repaired  or  rebuilt,  the  IHA  shall  terminate  the  MHO  Agree- 
ment, and  the  Homebuyer's  obligation  to  make  Required  Monthlj-  Paj^ments 
shall  be  deemed  to  have  terminated  as  of  the  date  of  the  damage  or  destruction. 
The  Homebuyer  shall  in  no  event  be  entitled  to  anj^  portion  of  the  insurance  pro- 
ceeds upon  such  damage  or  destruction. 

(3)  Suspension  of  Payments.  In  the  event  of  termination  of  an  MHO  Agreement 
because  of  damage  or  destruction  of  the  Home,  or  if  the  Home  must  be  vacated 
f luring  the  repair  periofl,  the  IHA  will  use  its  best  efforts  to  assist  in  relocating  the 
Homebuyer.  If  the  Home  must  be  vacated  during  the  repair  period,  Required 
Monthly  Pa3^ments  shall  be  suspended  during  the  vacancy  period. 
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(c)  Notices.  Any  notice  by  the  IHA  to  the  Homebuyer  required  under  the  MHO 
Agreement  or  by  law  shall  be  delivered  in  writing  to  the  Homebuyer  personally 
or  to  any  adult  member  of  his  family  residing  in  the  Home,  or  shall  be  sent  by 
certified  mail,  return  receipt  requested,  properly  addressed,  postage  prepaid. 
Notice  to  the  IHA  shall  be  in  writing,  and  either  delivered  to  an  IHA  employee 
at  the  office  of  the  IHA  or  sent  to  the  IHA  by  certified  mail,  return  receipt  re- 
quested, properly  addressed,  postage  prepaid. 

§805.427    Annual  contributions  contract. 

(a)  The  ACC  for  MH  Projects  placed  under  ACC  on  or  after  the  effective  date 
of  this  Part  and  for  ]MH  Projects  converted  in  accordance  with  section  805.428 
shall  be  in  the  form  prescribed  by  HUD  for  such  Projects.  Projects  under  this 
form  of  ACC  shall  not  be  consolidated  with  Projects  under  other  forms  of  ACC. 

(b)  The  Minimum  Loan  Interest  Rate  shall  be  a  rate  specified  by  HUD  in 
accordance  with  the  Act. 

§805.428    Conversion  of  existing  projects. 

(a)  Applicability.  This  §  805.428  shall  govern  the  conversion  of  an  Existing 
Project  to  development  and  operation,  or  to  operation  only,  under  this  Subpart. 
Any  such  conversion  shall  become  effective  upon  the  date  agreed  to  by  the  IHA 
and  HUD. 

(b)  Obtaining  Consent  of  Homebuyers  to  Conversion.  (1)  Each  Existing  Project 
shall  be  converted  as  soon  as  the  consent  of  all  the  Homebuyers  in  the  Project  can 
be  obtained.  An  IHA  shall  counsel  all  Homebuyers  concerning  the  effects  of  the 
conversion,  and  shall  obtain  from  each  Homebuyer  who  consents  to  conversion  of 
the  Project  a  written  commitment  in  the  form  prescribed  in  paragraph  (b)(3)  of 
this  section.  After  conversion  the  Homebuyers  will  be  entitled  to  all  the  benefits 
of  the  new  MHO  Agreement  including  IHA  Homeownership  Financing. 

(2)  Pending  conversion,  Existing  Projects  shall  be  operated  in  accordance  with 
the  ACC  and  MHO  Agreements  applicable  prior  to  the  effective  date  of  this  Part, 
but  any  MHO  Agreements  executed  prior  to  conversion  shall  be  modified  to  include 
a  commitment  in  the  form  prescribed  in  paragraph  (b)(3)  of  this  section. 

(3)  The  commitments  required  under  paragraph  (b)(1)  or  paragraph  (b)(2) 
shall  contain  the  following  language:  "The  Participant  hereby  agrees  that  when 
the  project  is  converted  in  accordance  with  24  CFR  805.428,  he  shall  execute  the 
form  of  Mutual  Help  and  Occupancy  Agreement  applicable  for  such  converted 
Project." 

(c)  Changes  not  Required  for  Conversion.  (1)  A  Project  may  be  converted  without 
any  change  in  the  previously  approved  Development  Program  or  previously 
executed  Construction  Contract  or  previously  approved  value  or  form  of  the  j\IH 
Contribution. 

(2)  A  Project  may  be  converted  without  requiring  Homebuyers  admitted  to 
occupancy  prior  to  the  effective  date  of  conversion  to  make  Required  Monthly 
Payments  computed  on  the  basis  of  a  higher  percentage  of  Family  Income  than 
the  HUD-approved  schedule  in  effect  at  the  time  of  conversion. 

(3)  Use  of  the  25-year  purchase  price  amortization  period  shall  not  be  required 
as  a  condition  for  conversion.  Instead  the  IHA  and  HUD  shall  estimate  when  the 
shorter  amortization  period  under  the  existing  MHO  Agreement  would  end,  and 
shall  provide  a  Purchase  Price  Schedule  ending  at  that  time. 

(d)  Purchase  Price.  The  purchase  price  of  a  Home  on  the  date  of  conversion  shall 
be  (1)  the  l)alance  of  debt  attributable  to  the  Home,  plus  (2)  the  balance  of  the  MH 
contribution  not  previously  funded. 

(e)  Transfer  of  Credits.  The  balances  in  a  Homebuyer's  accounts  shall  be 
credited  as  of  the  date  of  conversion  to  the  appropriate  accounts  under  the  new 
form  of  MJIO  Agreement  in  accordance  with  the  following: 

(1)  Unrefundahle  Mil  Reserve.  This  reserve  shall  be  credited  with  the  balance, 
if  any,  of  the  Mil  Coiitiihution  furnished  by  the  tribe. 

(2J  Refundable  Mil  Reserve.  This  res(M've  shall  be  credited  with  the  balance, 
if  any,  of  the  Mil  Contribution  furnished  by  the  llomebuyei-. 

(3)  M EPA.  This  account  shall  he  credited  with  the  balance  in  the  Homebuyer's 
individual  ()j)erating  reserve  not  previously  applied  to  reduce  Project  debt. 

§805.429    Counseling  of  homebuyers. 

(a)  General.  The  III  A  shall  provide  counseling  to  Homebuyers  in  accordance 
with  this  section.  The  jMirpose  of  the  counseling  progiam  shall  be  to  develop 
(1)   a  full  undeistanding  by   llomebuyeis  of  their  resjxjnsibilities  as  participants 
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in  the  MH  Project,  (2)  ability  on  their  part  to  carry  out  these  responsibilities, 
and  (3)  a  cooperative  relationshij)  with  the  other  Homebuyers  and  the  IHA. 
Each  Homebuyer  shall  be  required  to  participate  in  and  cooperate  fully  in  all 
official  pre-occupancy  and  post-occupancy  counseling  activities.  I-'ailurc  Without 
good  cause  to  participate  in  the  program  shall  constitute  a  l)reach  of  the  MHO 
Agreement. 

(b)  Contents  of  the  Program.  The  counseling  j^rogram  shall  consist  of  a  pre- 
occupancy  phase  and  a  post-occupancy  phase.  While  some  elements  of  the  program 
lend  themselves  more  to  one  phase  than  the  other,  counseling  in  the  two  phases 
shall  be  coordinated  and  interrelated.  The  counseling  pi'ogram  shall  include,  but 
not  be  limited  to,  the  following  areas: 

(1)  Explanation  of  the  Mil  Program.  The  Homebuyers  should  be  given  a  full 
explanation  of  the  Mil  Program  and  how  each  Homebuyer  relates  to  the  pro- 
gram. Each  Homebuyer  should  l)e  made  aware  of  his  financial  and  legal  respon- 
sibilities anfl  those  of  the  IHA. 

(2)  MH  Contribution.  Each  Homel^uyer  should  be  given  counseling  necessary 
to  assure  that  he  has  a  full  understanding  of  and  will  be  aljle  to  provide  the  par- 
ticular form  or  forms  of  contriljution  he  is  obligated  to  make  under  his  MHO 
Agreement,  as  well  as  an  understanding  of  his  rights  in  connection  therewith. 

(3)  Property  Care  and  Maintenance.  Each  Homebuyer  should  be  made  familiar 
with  the  overall  operation  of  the  Home,  and  its  equipment  (e.g.,  basic  systems  of 
the  Home  such  as  electrical,  plumbing,  heating  systems;  major  appliances  such 
as  refrigerators,  ranges,  dishwashers;  minor  appliances  such  as  openers,  toasters; 
the  surroundings  of  the  Home,  i.e.  yards  and  gardens);  the  care  and  maintenance 
to  l)e  provided  ])y  the  Homeljuyer;  the  l^asic  provisions  of  all  applical^le  war- 
ranties; and  the  Homel^uyer's  responsibilities  in  connection  with  the  warranties. 

(4)  Budgeting  and  Money  Management.  Each  Homel)uyer  should  l)e  counseled 
in  the  importance  of  family  budgeting  and  meeting  financial  obligations,  methods 
for  allocating  funds  for  utilities  and  other  necessities,  the  use  of  credit,  and 
consumer  matters. 

(5)  Information  on  Community  Resources  and  Services.  Each  Homebuyer  should 
be  supplied  with  information  relating  to  resources  available  in  the  community 
to  provide  services  in  areas  such  as  educational  opportunities,  upgrading  employ- 
ment skills,  legal  services,  dental  and  health  care,  child  care  for  working  mothers, 
counseling  on  family  problems  such  as  marital  problems,  alcoholism  or  drug 
problems. 

(c)  Planning.  (1)  The  counseling  program  shall  be  carefully  designed  to  meet 
the  special  needs  of  the  MH  Project,  and  shall  be  flexible  and  responsive  to  the 
needs  of  each  Homebuyer.  While  many  subjects  lend  themselves  to  group  ses- 
sions, provision  should  be  made  for  individual  instruction  as  needed.  Individuals 
should  not  be  required  to  attend  classes  on  material  with  which  they  are  familiar 
unless  they  can  actively  participate  in  the  instruction  process. 

(2)  Special  attention  shall  l3e  directed  to  the  needs  of  working  members  of  the 
family  for  sessions  to  be  held  during  a  time  when  they  can  attend.  There  shall  be 
recognition  of  the  communication  and  value  sj^stems  of  the  participants  and  an 
understanding  and  respect  for  their  background  and  experience.  Maximum  pos- 
sible use  shall  be  made  of  local  trainers  to  insure  good  communication  and  rapport. 

(3)  The  program  may  be  provided  by  the  IHA  staff,  or  by  contract  with  another 
organization,  but  in  either  case  with  voluntary  cooperation  and  assistance  of 
groups  and  individuals  within  the  community.  It  is  essential  that  the  training 
entity  be  completely  knowledgeable  concerning  the  MH  Program.  Where  con- 
tractors are  utilized,  there  shall  be  a  close  working  relationship  with  the  IHA, 
and  there  shall  be  a  program  for  phasing  in  the  IHA  staff  who  will  have  the  on- 
going responsibility  for  counseling. 

(4)  In  planning  the  program  and  use  of  the  counseling  funds  (see  section  (e) 
below),  the  IHA  shall  recognize  that  for  a  number  of  years  after  the  initial  counsel- 
ing there  are  likely  to  l3e  followup  counseling  needs.  There  may  also  be  need  for 
counseling  in  connection  with  turnover.  Therefore,  the  IHA  shall  limit  the  amounts 
for  the  initial  counseling,  and  shall  reserve  a  reasonable  amount  for  future  counsel- 
ing needs. 

(d)  Submissions  of  Program  for  Approval.  (1)  The  IHA  shall  submit  to  HUD  an 
application  for  approval  of  a  counseling  program  and  approval  of  funds  therefor. 
The  application  shall  he  sul^mitted  at  the  time  of  the  sul)mission  of  the  Develop- 
ment Program  or  as  soon  thereafter  as  possible  but  no  later  than  the  submission 
of  the  working  drawings  and  specifications. 
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(2)  If  the  IHA  intends  to  use  the  HUD-approved  BIA  Homebuyer  Training 
Program  (see  Exhibit  to  Interdepartmental  Agreement,  Subpart  B — Appendix 
I),  the  IHA  shall  sul^mit,  in  lieu  of  an  application  foi  approval  of  the  counseling 
program,  a  statement  that  the  IHA  intends  to  use  the  BIA  program  and  an  appli- 
cation for  approval  of  the  funds  therefor. 

(3)  The  application  pursuant  to  paragraph  (d)(1)  of  this  section  shall  include  a 
narrative  statement  outlining  the  counseling  program,  and  copies  of  any  proposed 
contract  and  other  pertinent  documents.  This  statement  shall  include  the  fol- 
lowing: 

(i)  A  showing  that  the  training  entity  has  the  necessary  knowledge  and  capa- 
bility for  effectively  carrj'ing  out  the  proposed  program,  including  a  statement  of 
the  experience  and  qualifications  of  the  organization  and  of  personnel  who  will 
directly  provide  the  counseling. 

(ii)  A  description  of  the  method  and  instruments  to  be  used  to  determine  indi- 
vidual counseling  needs. 

(iii)  A  description  of  the  scope  and  content  of  the  proposed  program,  including 
a  detailed  breakdown  of  tasks  to  be  performed,  products,  to  be  produced  and  a 
time  schedule,  including  provision  for  progress  payments  for  specific  tasks. 

(iv)  A  description  of  the  methods  and  instruments  to  be  used. 

(v)  A  statement  of  the  local  community  resources  to  be  used. 

(vi)  The  estimated  cost  and  methods  of  payment  for  the  task  and  products 
to  be  performed  or  produced,  including  separate  estimates  of  costs  for  the  pre- 
occupancy  and  post-occupancy  phases  of  the  program,  and  a  description  of  serv- 
ices and  funds  to  be  obtained  from  non-HUD  sources,  if  anj-. 

(4)  No  counseling  costs  shall  be  incurred  until  HUD  has  approved  the  coun- 
seling program  (or  the  submission  of  proposed  costs  in  the  case  of  the  BIA  Home- 
buyer  Tiaining  Program). 

(e)  Funding.  The  development  cost  budget  submitted  with  the  Development 
Program  shall  include  an  estimated  amount  for  costs  of  the  counseling  program 
not  to  exceed  $500  multiplied  l)j^  the  number  of  Homes  in  the  Project  (including 
follow-up  needs  during  the  management  stage,  and  counseling  in  connection  with 
turnover).  The  approved  amount  for  counseling  shall  be  included  in  the  Contract 
Award  Development  Cost  Budget.  If  the  approved  amount  is  less  than  $500  per 
Home,  the  Amount  may,  if  necessary,  l)e  amended  up  to  the  $500  per  Home 
limitation  with  HUD  approval,  l3Ut  not  later  than  the  Final  Development  Cost 
Budget. 

(f)  Progress  Reports.  IHAs  shall  submit  quarterly  progress  reports  to  HUD 
(and  to  BIA  in  the  case  of  the  BIA  Homebuyer  Training  Program),  which  shall 
include  the  following. 

(1)  A  list  of  expenditures  under  the  program,  including  salaries,  costs  of  trans- 
portation, training  materials,  office  expenses  and  other  justifiable  expenditures. 
All  expenditures  must  be  identified  and  supported  by  appropriate  books  and 
records  of  the  IHA  and  must  be  certified  as  correct  by  the  Executive  Director  and 
the  Chairman  of  the  IHA. 

(2)  Names  of  Homeljuyers,  the  number  of  training  sessions,  descriptions  of 
training  activities,  degree  of  participation,  deficiencies  noted,  and  other  relevant 
information  or  observations. 

(3)  Efficacy  of  training  as  shown  by  reports,  results  of  tests,  reduction  in 
Required  Monthly  Payment  delinquencies,  reduction  in  maintenance  costs  or 
other  factors. 

(4)  Proposed  changes  during  the  next  period  of  training,  including  program 
changes  to  overcome  deficiencies,  and  to  provide  training  to  any  additional  or 
substitute  Homebuyers. 

(g)  Tcrntinalion  of  Counseling  Program.  If  HUD  determines  that  an  IHA's 
counseling  is  not  being  properly  implemented  in  accordance  with  the  approved 
I)rogram,  the  program  may  be  terminated  after  notice  to  the  IHA  stating  the 
deficiencies  in  program  implementation,  and  giving  th(>  IHA  90  days  from  the 
date  of  notification  to  take  corrective  action,  and  in  the  event  of  termination  the 
amount  included  in  the  development  cost  budget  for  the  program  shall  be  reduced 
so  as  not  to  exceed  expenses  alicady  incurred  at  th(>  time  of  t(Mininat ion. 

§805.130     Cro.s.s  references  to  defined  terms. 

ACC.  §  805.102. 

Act.  §  S05.102. 

Administration  Charge.  §  S05.4 19(a). 

Annual  Contribution  Contract.  §  805.102. 
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BIA.  §  805.102. 

Construction  Contract.  §  805.102. 

Conventional  {Production)  method.  §  805. 203 (c). 

Conversion.  §§  805.102,  805.428. 

Date  of  Occupancy.  §  805.415(a)(1). 

Development  Program.  §  805.102. 

Event.  §  805.425(a). 

Existing  Project.  §  805.102. 

Family  Income.  §  805.416(b). 

Federally  Recognized  Tribe.  §  805.104. 

Force  Account  (production)  method.  §  805.203(e), 

Home.  §  805.102. 

Homebuyer.  §  805.102. 

Homeowner.  §  805.102. 

Housing  Assista?ice  Plan  (HAP).  §  805.102. 

HUD.  §  805.102. 

IHA.  §  805.102. 

///^  Homeownership  Financing.  §§  805.102,  805.423. 

IH&.  §  805.102. 

Indian.  §  805.102. 

Indian  Area.^  805.102. 

Indian  Housing  Authority.  §  805.102. 

Housing  Organizations  and  Indian-owned  Economic  Enterprises.  §  805.10G(a), 

Individually  owned  land.  §  805.218(a)(2). 

Initial  Purchase  Price.  §  805.422(b). 

Interdepartmental  Agreement.  §  805.102. 

Maintenance  Credit.  §  805.418(a)(3). 

i\/£JP.4.  §§  805.102,  805.421(b)(1). 

Mil  §  805.102. 

Mil  Construction  Contract.  §  805.102. 

MH  Contribution.  §805.102. 

MHO  Agreement.  §  805.102. 

Mil  Program.  §  805.102. 

MH  Project.  §  805.102. 

Mortgage.  §  805.423(b). 

Mortgage  Amortization  Schedule.  §  805.423(b)(2). 

Multi-unit  site.  §  805.216(i)(l). 

A^ohce  of  Selection.  §  805.407(b). 

A^o^ice  0/  Termination.  §  805.424(b). 

Operating  expense.  §  805.419(1)). 

Operating  Reserve.  §  805.420. 

Preliminary  Loan.  §  805.209. 

Preliminary  Loan  Contract.  §  805.209(a). 

Preliminary  Site  Report.  §  805.217(a). 

Pnce  Paijable  to  Contractor.  §  805.413(dV 

Program  Reservation.  §  805.102. 

Projed.  §  805.102. 

Project  Coordination  Meeting.  §  805.208. 

Project  Loan.  §  805.405(b). 

Project  Loan  Note.  §  805.405(b). 

Project  Note.  §  805.405(c). 

Promissory  Note.  §  805.423 (1j). 

Purchase  Price  Schedule.  §  805.422(b)(2). 

Refundable  MH  Reserve  Account.  §  805.421(a). 

Required  Monthly  Payment.  §  805.416. 

Scattered  sites.  §  805.216(1) (1). 

Settlement  Costs.  §  805.422(cl)(2). 

Subsequent  Homebuyer.  §  805.422(c)(1). 

Termination.  §  805.424(a). 

To^aZ  Contract  Price.  §  805.413(d). 

Total  Development  Cost.  §  805.102. 

To^aZ  PamzYi/  /ncome.  §  805.416(b). 

Tn6aZ  Zand.  §  805.218(a)(2). 

Tribe.  §  805.102. 

Trwsi  or  restricted  land.  §  805.218(a)(2). 
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Turkey  (production)  method.  §  805.203(b). 

Unrefundahle  Mil  Reserve  Account.  §  805.421(a). 

Utilities.  §  805.416(b). 

Utility  Deduction.  §  805.416(b). 

'i'oluntary  Equity  Payments  Account.  §  805.421(b)(2). 

Work  order.  §  805.418(a)  (2)  (iii). 

In  accordance  with  Section  7(o)(4)  of  the  Department  of  HUD  Act,  Section 
324  of  the  Housing  and  Communit}'  Development  Amendments  of  1978,  Pub.  L. 
95-557,  92  Stat.  2080,  this  proposed  rule  has  been  granted  waiver  of  Congres- 
sional review  requirements  in  order  to  permit  pul:)lication  at  this  time  for  public 
comment. 

Issued  at  Washington,  D.C.,  November  7,  1978. 

Lawrence  B.  Simons, 
Assistant  Secretary  for  Housing, 

Federal  Housing  Commissioner. 

[FR  Doc.  79-903  Filed  1-10-79  ;  8  :45  am] 


Appendix  IV.  Digest  of  GAO  Report  on  Indian  Housing 

Substandard    Indian    Housing    Increases    Despite    Federal    Efforts — A 

Change  Is  Needed 

(Comptroller  General's  Report  to  the  Congress,  March  31,  1978.) 

digest 

In  1971  GAO  reported  to  the  Congress  that  progress  in  eliminating  substandard 
Indian  housing  was  slow  and  that  unless  the  housing  program  was  accelerated 
rapidly,  thousands  of  Indian  families  would  continue  to  live  under  severe  hard- 
ships. Since  then,  the  number  of  Indian  families  living  in  sul^standard  housing 
has  increased  from  G3,000  in  June  1970  to  86,500  in  June  1976,  while  the  number 
of  new  units  started  annually  has  dropped  from  about  5,000  to  3,500.  (See  p.  3.) 

This  is  attributable  to  a  steadily  increasing  number  of  Indian  families  on  the 
reservations,  an  inadequate  production  level  to  meet  the  increasing  need  and  to 
eliminate  the  existing  backlog,  and  inadequate  management  of  existing  housing. 

The  principal  Federal  agencies  involved  in  Indian  housing — Department  of 
Housing  and  Urban  Development,  Bureau  of  Indian  Afiairs,  and  Farmers  Home 
Administration — have  a  wide  range  of  programs  which,  if  properly  carried  out 
and  funded,  would  meet  the  housing  needs  of  the  Indian  population  at  all  income 
levels.  However,  these  programs  have  not  been  effective  in  providing  the  number 
of  units  necessary  to  keep  pace  with  the  increasing  need  for  decent,  safe,  and 
sanitary  Indian  housing.  (See  p.  3.) 

Although  the  Department  of  Housing  and  Urban  Development  provides  the 
largest  number  of  Indian  housing  units,  its  delivery  system  is  slow  anfl  cumber- 
some and  does  not  particularly  meet  Indian  needs.  The  Department's  program 
requirements  were  designed  for  url^an  metropolitan  areas  and  are  not  appropriate 
or  effective  when  applied  to  Indian  reservations  in  sparsely  populated  rural 
areas.  (See  chs.  2  and  5.) 

Indian  housing  authorities  lack  the  funding  and  staffing  resources  to  effectively 
manage  and  maintain  units  once  constructed.  (See  ch.  3.) 

GAO's  review  of  12  Indian  housing  authorities  showed  the  following  problems: 

Some  planned  projects  were  delayed  because  authorities  were  imable  to  meet 
Department  of  Housing  and  Urban  Development  program  requirements  (See 
pp.  39  and  53). 

Many  Indian  housing  authorities  were  unable  to  collect  rents  and  home  buyer 
payments.  This  resulted  in  a  loss  of  revenues  and  an  inal)ility  to  meet  operating 
expenses  and  adequately  maintain  existing  units  (see  p.  41). 

In  some  projects,  housing  units  were  poorly  constructed  or  only  partially 
completed,  thus  placing  an  increased  financial  burden  on  the  housing  authority 
and  the  Indian  families  as  a  result  of  higher  maintenance  cost  (see  pp.  42  and 
45). 

228  of  301  housing  units  recjuired  normal  wear  and  tear  repairs.  Some,  how- 
ever, required  immediate  attention  to  prevent  structural  damage  (see  p.  42). 

Construction  defects  caused  deteriorated  conditions  in  many  units.  This 
affected  the  morale  and,  in  some  cases,  the  health  and  welfare  of  the  occupants 
(see  p.  46). 

Inadequate  staff  and  training  caused  inefficient  handhng  of  accounting  records 
and  funds,  and  problems  in  administering  timely  reports  (see  p.  51). 

Homebuyers  failed  to  understand  their  obligations  for  providing  maintenance 
and  making  payments  (see  p.  55). 

Many  Indian  families  must  rely  on  housing  assistance  grants  from  the  Bureau 
of  Indian  Affairs.  However,  the  need  for  these  grants  cannot  h^  met  with  funds 
currently  available  and  many  Indian  families  continue  to  live  in  substandard 
housing.  (See  p.  22.) 
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Farmers  Home  Administration  programs  supplement  the  assistance  provided 
by  the  Department  and  Bureau  housing  programs.  However,  it  is  limited  because 
their  (1)  programs  generally  require  higher  monthly-  payments  than  Department 
programs  and  (2)  staff  shortages  have  resulted  in  an  inadequate  outreach  program. 
(See  p.  29.) 

Conclusio7is 

Existing  Federal  programs  have  not  been  successful  in  meeting  the  Indian 
housing  needs  because  they  are  underfunded,  have  not  received  enough  emphasis, 
require  too  many  complex  and  time-consuming  procedures,  lack  flexibility,  require 
more  trained  people,  and  are  uncoordinated.  (See  chs.  4  and  5.) 

The  present  goal  of  eliminating  substandard  housing  on  Indian  reservations  in 
the  1970's  cannot  be  achieved  under  present  programs  and  is  no  longer  feasil)le. 
(See  eh.  5.) 

Recommendations 

GAO  recommends  that  the  Congress  redefine  the  national  policy  for  Indian 
housing  and  establish  a  program  with  realistic  goals  and  objectives  for  imple- 
menting that  policy.  To  be  effective,  the  program  must  l)e  centrally  administered 
and  designed  to  recognize  that  Indian  housing  needs  and  problems  on  isolated, 
rural  reservations  are  different  from  those  encountered  in  urban  non-Indian  areas. 
Accordingly,  GAO  recommends  that  the  Congress  consolidate  Indian  housing 
programs  and  combine  the  responsil)ility  for  Indian  housing  into  a  single  agency 
and,  recognize  that  a  wide  range  of  housing  assistance  options,  such  as  loans, 
grants,  and  sulisidies,  will  be  needed  to  serve  the  various  income  levels  and  cope 
with  the  unique  conditions  and  special  needs  of  Indians  living  on  reservations. 
(See  p.  70.) 

GAO  also  recommends  several  ways  to  improve  existing  programs  pending 
establishment  of  a  new  national  policy  on  Indian  housing  and  implementation  of 
any  new  or  redirected  programs.  (See  pp.  70  to  72.) 

Agency  Comments 

The  Departments  of  Housing  and  Url^an  Development,  Interior,  and  Agri- 
culture agreed  with  GAO's  findings  and  recommendations  and  indicated  various 
actions  which  are  l)eing  taken.  The  Secretary  of  Housing  and  Url)an  Development 
has  also  suggested  that  a  working  group  from  the  three  agencies  be  formed  to 
consider  the  issues  raised  in  the  report.  (See  pp.  72  through  84.) 
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Summary  of  Senate  Indian  Affairs  Subcommittee  197")  Field  IIearin(;  on 

Indian  Housing 

On  August  6th  and  7th,  1975,  in  Muskogee  and  Anandarko,  Oklahoma,  Senator 
Dewey  Bartlett  chaired  hearings  before  the  Sul)committee  on  Indian  Affairs  on 
the  subject  of  Indian  Housing.  The  hearings  were  concluded  on  February  12,  1976 
in  Oklahoma  City.  Testimony  was  presented  l)y  representatives  from  numerous 
Indian  Housing  Authorities  as  well  as  tribal  chairmen,  and  spokesmen  for  the 
Indian  Health  Service,  the  Bureau  of  Indian  Affairs,  and  the  Department  of 
Housing  and  Urban  Development. 

One  of  the  problem  areas  most  widely  discussed  was  that  of  HUD's  Mutual 
Help  Housing  Program  in  which  the  Indian  home  buyer  contributes  either  financi- 
ally toward  a  home,  or  with  labor,  land  or  materials.  In  addition,  the  mutual  help 
participant  makes  monthly  payments  as  well  as  maintaining  the  upkeep  of  the 
home.  The  dire  need  for  a  mutual  help  handbook  for  Indian  participants  as  well  as 
HUp  employees  was  stated  repeatedly  throughout  the  hearings.  At  the  time  these 
hearings  took  place,  a  handbook  was  being  devised.  At  this  date,  there  is  still  no 
hand])ook  in  final  form. 

Lack  of  communication  is  a  problem  that  was  cited  by  Ed  Munson,  the  attorney 
for  the  Cherokee  Nation  Housing  Authority.  Participants  in  in  the  Mutual  Help 
Program  are  not  informed  by  HUD  as  to  how  much  the}'  owe  on  their  house.  The 
housing  authority  cannot  obtain  figures  from  HUD  regarding  the  amounts  that 
have  been  received  from  participants,  nor  the  amounts  due  on  the  homes.  This 
does  not  enhance  the  learning  process  of  homebujdng  nor  self  determination. 
Another  example  of  a  communication  l^reakdown  is  the  participants  who  are  under 
the  impression  that  mutual  help  is  a  free  program  and  do  not  make  house  pay- 
ments. HUD  issues  varying  regulations  as  to  the  percent  of  delinquencies  in 
rental  payments  that  is  acceptable.  There  is  never  a  constant  percentage,  which 
inhibits  the  operation  of  the  housing  authorities.  In  a  position  paper  prepared  b}' 
the  members  of  the  Oklahoma  Housing  Authorities  Association,  it  is  stated  that  the 
allocation  of  Area  Office  Program  Reservations  is  being  withheld  or  execution 
jeopardized  based  on  housing  authorities'  inabilitj'  to  collect  all  rents  due.  They 
reported  that  this  was  not  the  case  for  other  public  housing  authorities.  The 
Oklahoma  Housing  Authorities  Association  felt  that  they  should  Ije  subsidized 
in  this  instance  as  are  other  public  housing  authorities. 

The  result  of  repeated  delinquencies  in  payments  is  eviction.  Mr.  Munson,  of 
the  Cherokee  Housing  Authority  beheves  the  solution  to  these  problems  is  an 
intensive  education  process  for  the  participants.  However,  housing  authorities 
are  not  funded  to  establish  such  a  project.  Often  it  is  necessary  to  take  instructions 
out  into  the  field  on  a  one  to  one  basis  and  funding  and  staffing  present  a  major 
obstacle. 

Mr.  Vernon  K.  Davis,  the  Executive  Director  of  the  Osage  Housing  Authority, 
stressed  the  necessity  to  speed  up  the  delivery  process  of  mutual  help  homes.  He 
suggested  the  production  would  increase  if  a  division  of  Indian  Housing  were 
created  within  the  HUD  Area  Office.  That  division  would  be  staffed  with  repre- 
sentatives from  HUD,  the  BIA  and  the  Indian  Health  Service.  He  stated  that 
personnel  in  the  HUD  Area  Office  is  constantly  changing  and  the  majority  have 
no  experience  in  the  Indian  housing  field. 

Mr.  Jake  L.  Whitecrow,  the  Executive  Director  of  the  Northeastern  Oklahoma 
Intertribal  Council,  testified  that  the  maintenance  of  homes  was  very  poor,  and 
the  waiting  period  before  repairs  are  made  is  of  questionable  length.  Charles 
Mclntyre,  the  Executive  Director  of  the  Choctaw  Housing  Authority  suggested 
that  supplementary  funds  be  made  available,  especially  to  the  elderly,  for  home 
maintenance.  A  Seminole  commissioner  added  that  a  permanent  maintenance 
man  on  the  reservation  would  expedite  and  insure  the  repairs.  John  Davis,  the 
IHS  Oklahoma  City  Area  Director  said  that  maintenance  training  programs  were 
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in  the  initial  stages  and  were  a  continuing  need.  A  staff  person  from  the  same 
office  reported  that  they  were  able  to  provide  only  one  third  of  the  training  needed 
due  to  staflF  shortages.  He  suggested  that  it  could  be  increased  l)y  using  the  com- 
munity health  representative  program,  or  the  IHS,  or  both  working  together.  He 
also  mentioned  that  this  is  taking  place  in  some  areas. 

Mr.  Kirk  Perry,  President  of  the  Oklahoma  Indian  Housing  Authorities  Asso- 
ciation, stated  the  need  for  insurance  relief  for  mutual  help  housing  in  the  state. 
Oklahoma  is  included  with  every  state  on  a  nationwide  insurance  policy  and 
absorbs  casualty  losses  by  other  states  that  are  greater  than  theirs.  They  hope  to 
see  Oklahoma  get  their  own  insurance  and  reported  that  an  approach  toward  this 
end  was  underway. 

Mr.  Ron  Peake,  a  BIA  Chief  of  the  Division  of  Housing  Services  stated  the 
prol)lem  dealing  with  trust  land,  which  is  that  because  the  standard  source  of 
mortgage  credit  is  not  applicable,  financial  institutions  are  very  hesitant  to  deal 
with  land  held  in  trust.  That  problem  is  dealt  with  in  the  Muskogee  area  by  the 
housing  authority  taking  warranty  deeds  on  the  land  by  removing  the  trust 
restrictions  on  a  piece  of  property  and  transferring  title  to  the  housing  authority. 
In  Annandarko,  the  mutual  help  participant  can  give  a  warranty  deed  to  the 
housing  authority  for  the  period  of  time  he  is  paying  for  the  house  if  his  land  is 
in  fee  simple.  If  the  individual  lives  on  trust  property,  there  are  provisions  by 
which  he  can  lease  the  land  to  the  housing  authority  for  twenty  five  years  with 
an  automatic  renewal  option  for  another  twenty  five  years.  A  problem  remains 
however,  because  these  arrangements  are  only  available  through  HUD.  The  other 
programs,  such  as  Farmers  Home  Administration,  have  difficulties  providing 
housing  on  individual  trust  property.  Ron  Peake  suggested  that  the  solution  be 
shallower  subsidy  programs,  with  a  guarantee,  and  a  provision  to  use  that  guar- 
antee also  for  conventional  lending.  Therefore,  it  would  serve  the  emerging  group 
of  Indian  people  that  have  the  funds  that  make  them  ineligible  for  the  heavily 
subsidized  programs. 

Richard  Morgan,  a  BIA  regional  achninistrator,  suggested  that  the  BIA  should 
expand  their  direct  loan  program  to  finance  single  and  multi-family  unit  con- 
struction. This  way  the  federal  government  with  the  BIA  as  its  agent  would  be 
the  mortgagee  and  would  not  have  to  be  as  concerned  as  a  private  mortgage  lender 
about  clear  title.  He  also  stated  that  the  greatest  processing  hurdle  in  mutual  help 
housing  is  the  acquisition  and  making  ready  of  the  home  site.  This  is  due  largely 
to  the  use  of  trust  land,  because  often  releases  must  l)e  secured  from  as  many  as 
thirty  to  forty  heirs.  When  that  fails,  time  consuming  litigation  is  the  result. 

Other  delays  are  experienced  due  to  IHS  approval  of  sites.  Ms.  JoAnn  Hall 
Executive  Director  of  the  Sac  and  Fox  Housing  Authority,  reported  that  three  to 
six  months  is  the  average  delay  before  preliminar\'  approval  is  granted  in  order 
that  it  be  submitted  for  appraisal.  Then  appraisal  takes  another  three  to  four 
months.  She  felt  that  additional  staff  would  help  alleviate  the  problem.  Jim 
Vaughn,  Director  of  the  Equal  Opportunity  Division  of  the  HUD  Area  Office  in 
Oklahoma  City,  suggested  (hopping  the  site  selection  review  process.  He  felt  that 
the  site  selection  process  could  be  cut  to  two  days  without  the  environmental 
impact  statement,  the  duplicate  site  reviews,  and  other  federal  requirements. 

Once  the  site  is  approved,  bidding  for  the  construction  contracts  create  more 
problems.  The  Honoral)le  Ted  Ilisenhoover,  U.S.  Representative  from  Okla- 
homa stated  a  specific  case  in  which  an  Indian  construction  company  sul^mitted 
the  lower  of  two  bids  for  a  project,  was  not  afforded  Indian  preference,  and  was 
denied  the  contract.  Indian  construction  companies  are  often  confronted  with  this 
dilemma.  Jake  Whitecrow,  Executive  Director  of  the  Northeastern  Oklahoma 
Intertrilnil  Council  said  that  once  contracts  are  made,  they  should  have  provisions 
for  monetary  penalties  and  exemptions  from  further  federal  prt)jects  if  the  work  is 
shoddy  and  repairs  are  not  made  in  a  timely  and  thorough  manner. 

A  great  ()l)stacle  to  the  actual  building  process  is  the  recjuirement  to  pay  the 
high  Davis-Bacon  wage  rates.  Ron  Froman,  the  Executive  Director  of  the  Housing 
Authority  of  the  Creek  Nation,  stated  the  i)rol)lem  of  paying  Davis-Bacon  wages 
for  projects  underway  in  mow  than  one  county.  They  have  repeatedly  requested 
that  the  authorities  that  operate  in  multicounty  areas  have  one  base  wage  rate, 
but  have  been  unal)le  to  obtain  such  permission.  Because  of  this,  they  have  to  pay 
the  highest  rate  in  each  area.  In  addition,  i)rojects  have  been  delayed  up  to  one 
year  because  the  wage  rates  have  not  been  available.  Jim  Vaughn,  ()f  the  Oklahoma 
HUD  Area  Office  said  the  reason  for  these  delays  is  that  the  Labor  Department 
docs  not  make  current  surveys  of  wage  rates.  He  suggested  that  a  prevailing  rate  be 


I 


139 

set  for  rural  areas  and  one  for  larger  areas  so  that  multiple  wage  rates  could  he 
eliminated. 

Another  contributing  factor  to  long  dchiys  is  hurcaucralic  red  tape  recjuired  by 
HUD.  Kirk  Perry,  President  of  the  Olchdioma  Indian  Housing  Authority  Associa- 
tion, stated  in  a  position  paper  that  all  forms  and  corresijondcnce  received  by  the 
HUD  Area  Office  must  go  through  several  sections  within  the;  oiganization  before 
they  are  cleared.  If  anj^  one  section  has  an  additional  reciuirement,  the  document  is 
returned  to  the  local  authority.  Once  it  is  retransmitted,  it  must  begin  the  process 
over  again  from  the  Ijeginning.  He  suggested  speeding  up  the  process  by  developing 
a  specialized  section  in  HUD  comprised  of  employees  who  arc  experienced  in 
mutual  help  processing.  Vernon  Davis,  Executive  Director  of  the  Osage  Housing 
Authority,  cited  a  current  expei'ience  in  which  less  than  a  week  after  they  were 
notified  that  they  had  been  allocated  one  hundred  units,  they  submitted  their 
application  to  be  reviewed.  It  had  been  fifteen  months  since  that  application  was 
sul^mitted,  and  they  hadn't  yet  been  in  the  office  for  a  conference.  He  suggested  an 
office  of  Indian  Housing  within  HUD  to  expedite  matters.  Ms.  Jo  Ann  Hall  wrote  to 
Senator  Bartlett  that  recent  changes  in  HUD  requirements  regarding  the  signing 
of  the  Annual  Contributions  Contract  have  greatly  contributed  to  further  delays 
in  the  delivery  process.  The  process  involves  advertising  for  proposals,  HUli's 
acceptance  of  the  builder,  their  approval  of  plans,  ongoing  negotiations  and  ap- 
proval of  a  development  program.  The  time  spent  is  ten  months  to  a  year.  In  the 
past,  the  housing  authority  was  issued  an  Annual  Contributions  Contract  after 
HUD  approved  of  a  development  program.  The  rest  of  the  process  took  place  after 
the  ACC  was  issued,  which  considerably  shortens  the  time  frame. 

Further  difficulties  within  HUD  were  mentioned  by  Jim  Vaughn.  He  said  that 
in  his  Area  Office  of  HUD,  management  and  accountability  is  lacking  because  no 
formal  management  system  or  authority  is  enforced.  Senator  Bartlett  suggested 
a  management  study  made  by  business  to  recommend  more  modern  and  efficient 
practices. 

A  wide  range  of  problems  were  l^rought  to  focus  through  these  hearings  by  people 
involved  in  many  aspects  of  Indian  housing.  The  witnesses  expressed  a  genuine 
interest  in  the  betterment  of  the  situation  and  were  eager  to  be  of  assistance  to 
achieve  that  end. 


Appendix  VI.  Lease- Purchase  Proposal 

Proposal — Indian  Housing  Leasp:-Purchase  Homkownkkship  Offohtunity 

Program 

introduction 

Despite  the  attention  given  Indian  Housing  over  the  last  two  years,  the  pro- 
gram remains  a  source  of  considerable  frustration  and  dissatisfaction  for  the  De- 
partment and  for  Indian  Communities.  The  frustration  and  dissatisfaction  clearly 
indicate  the  need  for  an  assessment  of  the  program  and  adjustments  necessary 
to  improve  it.  In  Region  IX,  a  considerable  amount  of  thought  and  discussion 
have  occurred  in  the  attempt  to  define  the  problem  and  then  to  develop  a  pro- 
posed solution.  Our  concerns  have  included  the  desire  to  create  a  Ijettcr  program 
design  for  future  Indian  Housing  and  the  desire  to  modify  the  existing  programs 
so  that  families  already  occupying  HUD  funded  housing  will  benefit  from  the  same 
or  similar  solutions.  Various  approaches  have  been  considered,  such  as  a  housing 
block  grant  or  a  home  mortgage  fund.  In  the  end,  however,  we  have  concluded 
that  the  present  Mutual  Help  and  rental  programs,  if  combined  into  one,  flexible 
program,  offer  the  most  desirable  means  of  a  long  term  provision  of  safe,  decent, 
and  sanitary  housing  and  a  reasonable  level  of  housing  services. 

It  is,  therefore,  proposed  that  HUD  administratively  design  and  implement  a 
Lease-Purchase  program  for  Indian  Communities  which  combines  many  of  the 
features  of  three  low-income  public  housing  programs,  rental,  Mutual  Help, 
and  Turnkey  III.  It  is  further  proposed  that  mechanisms  be  created  for  the 
conversion  of  existing  low-income  public  housing  programs  on  Indian  reservations 
to  this  Lease-Purchase  program  to  permit  IHAs  to  operate  a  single  program,  if 
desired. 

background 

In  the  early  1960s,  the  low-income  public  housing  program  was  generally 
administered  without  dependence  upon  operating  subsidies  from  the  Federal 
Government.  Characteristically,  Local  Housing  Authorities  (LHAs)  charged 
flat  rents  that  varied  according  to  unit  size,  and  that  w^ere  fairly  closely  related 
to  their  cost  of  operating.  Typically,  LHAs  (we  are  speaking  of  non-Indian  Hous- 
ing Authorities)  had  rent  schedules  such  as:  3-Bedrooms,  $30;  4-Bedrooms,  $40; 
and  5-Bedrooms,  $50.  These  charges  were  related  to  operating  expenses  and  were 
necessary  to  maintain  the  projects  at  a  time  prior  to  the  availabilit}^  of  substantial 
operating  subsidy,  such  as  exists  in  support  of  the  lowMncome  public  housing 
program  today. 

Similar  to  present  conditions,  the  incomes  of  most  Indian  families  were  con- 
siderably less  than  those  of  their  counterpart  non-Indian  families.  Many  Indian 
families  had  annual  incomes  of  only  $l,000-$2,000.  Indian  families  could  not 
afford  the  flat  rent  charged  in  the  public  housing  program  as  designed  for  the 
Nation  as  a  whole. 

In  response  to  the  need  to  make  the  program  affordable,  in  response  to  a  request 
from  the  Bureau  of  Indian  Affairs  for  assistance  in  providing  housing,  and  with 
consideration  of  the  unique  land  status  of  Indian  communities,  the  Mutual  Help 
Indian  Housing  Program  was  created.  The  l^asic  concepts  of  the  program  envisioned 
that  construction  costs  would  he  kept  low  bj^  the  contribution  of  material,  labor, 
land,  and  cash  from  Indian  families.  In  the  process  of  contributing  labor,  Indians 
were  expected  to  l^ecome  more  prideful  of  their  houses.  With  this  pride,  with  the 
promise  of  homeownership,  and  with  the  experience  they  would  gain  in  construction 
the  expectation  was  that  Indian  families  would  he  w^ell  motivated  and  prepared 
to  provide  proper  home  maintenance. 

In  the  early  seventies.  Senator  Brooke  sponsored  legislation  which  limited  the 
amount  that  can  be  charged  low  income  families  in  public  housing  to  no  more  than 
25%  of  adjusted  annual  income.  Coupled  with  this  limitation  was  a  commitment 
from  the  Federal  Government  (through  HUD)  to  provide  offsetting  operating 

(141) 
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subsidy.  Today  we  find  the  rental  program  heavih'  subsidized  to  bridge  the  gap 
between  what  families  can  afford  to  pay  and  the  reasonal^le  costs  of  operation. 
Meanwhile,  operating  subsidy  is  made  available  in  the  "old"  Mutual  Help  pro- 
gram onlj'  for  very  large  families,  very  low  income  families  and  the  elderly  (limited 
to  $120  3'r  for  these  "special  families").  Operating  subsidy-  is  not  contemplated 
to  be  a  part  of  the  "new"  Mutual  Help  program  which  was  created  bj'  the  March  9, 
1976  regulations. 

Due  in  part  to  the  disparity  between  the  "vision"  and  the  experience  of  the 
Mutual  Help  Program,  l)Ut  largely  due  to  changes  in  economic  factors,  the  relative 
affordal)ility  of  the  rental  and  ^lutual  Help  Programs  have  exchanged  places. 
We  l)egan  the  Mutual  Help  Program  for  those  who  could  not  afford  rental.  Toda}', 
the  rental  program  is  increasingly  being  used  to  provide  housing  for  those  who 
cannot  afford  the  minimum  costs  of  the  Mutual  Help  Program. 

THE    PROBLEMS 

The  economic  forces  effecting  the  program  and  the  program  features  having 
grafhially  changed  over  fifteen  years,  the  programs  are  now  often  not  compatible 
with  the  families  in  the  program.  In  some  ways,  the  program  was  never  entirely 
capatiV>le  with  needs.  The  main  problems  that  we  have  identified  are: 

1.  The  large  number  of  Indian  families  in  Mutual  Help  houses  for  whom  the 
IHA's  administrative  charge  and  utilities  costs  exceed  25%  of  their  incomes. 
While  these  families  cannot  afford  their  V:)asic  housing  costs,  most  are  unwilling 
to  give  up  their  homesite  and  their  opportunity  for  homeowncrship  in  favor  of  a 
20%  to  2o%,  payment  and  a  rental  home  on  a  different  site. 

2.  The  large  num))er  of  Indian  families  who  live  in  rental  houses  and  who  desire 
to  purchase  the  home  thej'  occupy.  Many  such  families  have  been  unwilling  to 
give  up  the  house  they  occupy  in  favor  of  a  Mutual  Help  house  at  a  different 
location.  Many  Indian  Housing  Authorities  have  repeatedly  requested  that  HUD 
develop  procedures  for  converting  rental  projects  to  homeowncrship 

3.  Changing  income  status  of  families.  It  is  desiraV)le  to  permit  renter  families 
the  option  of  homeowncrship.  It  is  also  desiral)le  to  provide  increased  assistance  to 
those  Mutual  Help  families  whose  lesources  are  over-extended  to  meet  their 
housing  costs.  However,  the  lack  of  income  stability  causes  us  to  question  whether 
a  family  converted  from  rental  to  Mutual  Help  now  (or  vice  versa)  might  need  to 
be  converted  back  at  some  later  date. 

4.  Poor  maintenance.  While  not  universal,  an  extreme  lack  of  maintenance 
exists  in  many  situations.  In  most  cases  families  living  in  Mutual  Help  houses 
lack  the  experience  and  knowledge  necessary  to  provide  adequate  maintenance. 
While  certainh'  a  reasonal)le  first  step,  homeowncrship  training  during  develop- 
ment should  not  be  expected  to  provide  all  the  experience  and  knowledge  necessary 
for  families  to  be  motivated  enough  and  skilled  enough  to  provide  adequate  main- 
tenance to  their  houses.  Most  Mutual  Help  participants,  currently  in  occupancy, 
moved  into  their  homes  without  the  benefit  of  the  most  basic  explanations  of 
home  maintenance  and  care. 

5.  Complexity  of  multiple  })rograms.  In  the  attempt  to  find  the  best  housing 
program  for  their  needs,  many  Indian  Housing  Authorities  have  engaged  in 
several  different  i)r()granis  of  low-income  ht)using  over  the  years.  Thei-e  are  live 
programs  operated  in  Region  IX  Indian  Connnunities:  Rental,  "old"  Mutual 
Help,  Turnkey  III — Homeownershij),  Section  23,  and  "new"  Mutual  Help.  Some 
IHAs  have  four  of  the  five,  which  means  they  have  four  separate  ACCi;  and  must 
be  able  to  keep  straight  four  sets  of  reciuirements. 

The  effects  of  this  complexity  of  i)rograms  are  primarily  a  complexity  of  ad- 
ministrative requirements  and  an  economic  stratification  of  Indian  communities. 
Indian;:  have  complained  to  II  Ul)  about  both  of  these  problems.  Requests  have 
been  made  repeateflly  to  simplify  the  program  to  cut  down  the  red  tape,  to  avoid 
unnecessary  complications.  ^lany  tribes  ha\e  expressed  bitter  opposition  to  the 
rental  program  clainiiiig  Ihc  use  of  two  piograms  on  one  reservation  has  led  to  an 
economic  stiatification  that  had  not  i)reviously  (>xisted. 

(i.  Availability  of  sites  for  rental  projects.  Fearing  economic  stratification,  loss 
of  land  to  non-tril)al  members,  and  desiring  homeownershij),  many  Tril)al  (4)uncils 
have  not  been  willing  to  make  Tribal  land  availabh^  for  r(>ntal  ))rojects.  Thus, 
IHAs  are  being  forced  to  choose  between  not  housing  Indian  families  of  extremelj' 
low  income  and  housing  such  families  under  the  Mutual  Help  Program  under 
c()nditit)ns  that  severely  strain  the  families'  economic  resources.  Either  choice  is 
clearly  undesirai)le. 


143 

7.  Lack  of  program  undorstanding.  Most  Indian  comniunities  havo  been 
primarily  concerned  with  getting  housing  and  have  not  had  the  experience 
or  knowledge  necessary  to  understand  how  the  progiani  works,  "(let  the  house 
and  find  out  what  you  have  to  do  later."  The  Mutual  Ilel])  Program  and  other 
low-income  public  housing  programs  are  little  undcMst.ood  in  Indian  communities 
by  participants,  ))y  IHA  Commissioners  and  staff,  and  by  Tril)al  Oflicials.  Short 
term  solutions  such  as  Homeownership  Counseling  durin'g  (leveloi)ment  and  the 
Management  Initiatives  for  Indian  Housing  (MI Fill)  I^rogram  are  appropriate 
and  helpful  improvements  Ijut  are  not  sufficient  to  satisfy  the  need  for  much 
greater,  general  understanding. 

PROPOSED   PROGRAM   FEATURES 

Indian  communities  vary  widely,  geographically,  economically,  culturally. 
The  problems  that  now  exist  with  Indian  Housing  vary  also  in  degree  and  com- 
plexity. There  is  certainly  no  way  to  design  a  program  of  Indian  Housing  that 
will  resolve  every  problem  and  satisfy  every  expectation.  Any  attempt  to  effect 
changes  in  the  program  should  be  directed  toward  resolving  as  many  of  the 
identified  problems  for  as  manj'  people  as  possible. 

The  proposal  for  a  Lease-Purchase  program  is  no  panacea.  It  will  not  result  in 
great  cost  savings.  While  it  will  bring  about  minor  streamlining  to  some  aspects 
of  housing  development,  it  will  not  effect  major  changes  in  development.  The  pro- 
posal will  require  a  commitment  from  the  Department  to  recognize  the  necessity 
of  increased  IHA  staffing  and  increased  long  term  training  and  technical  assistance 
from  HUD.  This  proposal  for  a  Lease-Purchase  Program  is  intended  to  result  in 
the  delivery  of  a  consolidated  program  of  housing  that  is  comprehensiljle  to  those 
who  work  with  it  and  are  housed  by  it,  and  that  provides  the  best  opportunity 
for  success  for  occupant  families  and  program  administrators. 

In  concept,  w^e  are  proposing  a  joining  of  the  Rental,  Mutual  Help  and  Turnkey 
III  Programs  into  one.  The  features  of  the  proposed  Lease-Purchase  program  are 
therefore  generally  drawn  from  these  existing  programs  or  are  modifications  to  a 
feature  from  an  existing  program. 

1.  25  year  Annual  Contributions  Contracts  and  Note  Financing 

Consistent  with  the  other  homeownership  opportunities  programs,  Lease- 
Purchase  pro.;ects  would  have  25  year  ACCs  and  financing  by  temporary  notes. 

2.  Flexible  Conditions  for  Occupancy 

IHA's  would  be  able  to  admit  eligible  families  according  to  three  agreements  for 
occupancy. 

a.  Lease. — IHA's  could  enter  into  a  simple  rental  lease.  This  might  be  used  for 
non-Tribal  meml^ers  who  would  not  be  able  to  own  a  home  or  have  individual 
control  of  land.  It  might  also  be  used  in  those  infrequent  situations  where  tribe 
or  IHAs  have  chosen  to  only  build  rental  housing. 

6.  Lease-Purchase  Agreement. — IHA's  could  enter  into  a  Lease-Purchase 
Agreement.  In  concept,  this  agreement  would  be  similar  to  the  Mutual  Help 
Occupancy  Agreement.  IHA's  would  l^e  required  to  adopt  a  policy  outlining  the 
criteria  to  be  used  in  determining  when  to  use  a  lease  or  a  Lease-Purchase 
Agreement. 

c.  Purchase  Money  Mortgage. — An  IHA  could  act  as  mortgagee  and  provide 
IHA  financing  through  a  Purchase  Money  Mortgage  for  those  families  who  could 
afford  the  full  del)t  service.  This  feature  would  be  basically  unchanged  from  the 
feature  in  the  new  Mutual  Help  Program. 

3.  Monthly  Payment 

A  percent  of  family  income  (less  an  allowance  for  utilities)  which  may  not  be 
less  than  1.5%  nor  greater  than  25%.  This  feature  is  drawn  from  the  change  to 
the  "new"  Mutual  Help  payment  requirement  dated  January  6,  1978,  except 
that  the  minimum  payment  will  be  5%  of  Gross  Income. 

4.  Fixed  Amortization  Schedule 

Lease-Purchase  houses  would  each  be  given  an  initial  purchase  price  and  fixed 
amortization  schedule  as  is  done  in  the  Turnkey  III  and  "new"  Mutual  Help 
projects. 
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5.   Operating  Subsidy  and  Equity  Reserves 

Lease-Purchase  projects  would  receive  operating  subsidy,  subject  to  avail- 
ability from  HUD,  sufficient  to  offset  any  deficit  l^etween  the  IHA's  income  and 
a  reasonable  level  of  expense.  For  each  budget  year,  a  monthly  operating  expense 
rate  will  l^e  determined  sufficient  to  cover  all  reasonable  operating  expenses.  All 
families  under  a  Lease-Purchase  Agreement  whose  payments  exceed  this  rate 
will  be  given  equity  credit  for  the  amount  of  excess.  The  amount  so  credited 
(to  a  Monthly  Earned  Payments  Account,  MEPA)  would  not  be  considered 
income  to  the  I  HA.  All  income  received  from  families  under  lease  and  from 
Lease-Purchase  families  whose  payments  are  less  than  the  monthly  operating 
expense  rate  will  l)e  considered  operating  income  to  the  I  HA.  For  the  purpose  of 
determining  eligibility  for  operating  subsidy,  the  HUD-approved  costs  for  salaries 
and  supplies  for  Housing  Counselors  and  for  Non-routine  maintenance  will  not  be 
considered  a  part  of  the  "monthly  operating  expense  rate"  and  will  be  funded 
from  operating  subsidies. 

G.   Maintenance 

Inflian  projects  require  a  unique  approach  to  maintenance.  It  is  frequently 
not  practical  for  IHAs  to  provide  all  routine  maintenance  (as  in  the  rental  proj- 
ects) because  homes  are  widely  disbursed  and  isolated.  Most  often,  Indian  families 
are  not  prepared  to  provide  required  maintenance.  Experience,  training  and 
example  are  usually  not  found  in  these  communities. 

The  Lease-Purchase  program  is  designed  to  provide  for  cooperation  in  mainten- 
ance between  the  IHA  and  occupant.  The  IHA  is  responsil^le  for  all  non-routine 
maintenance  and  for  the  continual  provision  of  training  and  assistance  to 
families  in  the  completion  of  routine  maintenance.  Under  the  Lease-Purchase 
Program  the  IHAs  will  employ  Housing  Counselors,  whose  function  will  include 
frequent  contact  with  families,  advice  anrl  assistance  on  repairs  and  maintenance 
and  the  spotting  of  developing  maintenance  problems.  One  of  their  principal 
functions  will  also  be  to  develop  and  maintain  a  routine  preventive  maintenance 
program. 

7.  Modernization 

With  some  modifications,  the  modernization  piogram  would  be  made  available 
for  Lease-Purchase  projects. 

8.  Initial  Contributions 

Where  the  homes  are  to  be  constructed  on  trust  land,  it  will  be  required  that 
land  for  all  Lease-Purchase  projects  l)e  contributed  from  st)me  source.  Families 
that  contribute  land  will  bo  given  credit,  called  a  Ilomebuyer's  Reserve.  Such 
contriliutions  from  the  family  and  any  other  family  contril)ution  (labor,  or 
materials)  will  be  voluntary  and  suliject  to  approval  by  the  IHA. 

9.  Homeowner  ship  Training 

One  of  the  primary  feature^  of  the  Lease-Purchase  Program  is  the  provision 
of  t)n-g()ing  Homeownership  training  focused  on  maintenance  (see  (>  a))Ove)  and 
on  an  understanding  of  the  program.  The  program  of  training  will  begin  as  families 
are  .selected  and  will  continue  throughout  the  program.  Responsibility  for  the 
delivery  of  the  program  will  rest  with  Housing  Counselors. 

10.  Conversion 

It  is  highly  uidikely  that  many  "old"  Mutual  Help  i)rojects  will  be  converted  to 
the  "new"  ^lutual  Help  program.  We  believe  there  are  a  number  of  advantages 
for  converting  to  the  Lease- Purchase  j)rogram,  however.  (Jiven  the  opportunitj- 
to  convert  existing  i)roj('cts  (rental,  "old"  and  "new"  Mutual  Ib^lj),  and  Turnkey 
Illj,  we  believe  1 11  As  will  Ix'  likely  to  convert  their  projects  to  the  Lease- Purchase 
I'rogram.  The  oppt)rtunity  for  conversion  is  critical  to  this  proposal.  No  new 
program,  we  l)elieve,  shall  be  considered  unless  Mutural  Help  i)rojects  can  be 
converted  into  it.  The  o|)portunity  for  conversion  of  rental  and  Turnkey  III 
projects  is  also  desiral)le. 

I'H(k;h\m  ("Hancjks 

Tlic  Lease- PuicliMse  Progiain  would  not  re(|uire  the  creation  of  a  whole  new 
^set  of  haiidlxMtks,  forms,  etc.  Most  importantly,  no  change  would  l)e  rc^iuired  in 
legislation.  The  program  could  be  administ rat i\ cly  created.  No  changes  would 
be  re(|uired  in  the  model  Triltal  Ordinance  (»r  the  Interdepartmental  Agreement. 


145 

Current,  low-income  Puljlic  Housing  accounting  systems,  forms  anci  budgeting 
would  also  be  used.  Form  52564,  currently  used  for  Rental,  Turnkey  III  and 
Section  23  budgets  would  be  used  for  Lease- IHirchase  i)r(>jects  as  well. 

Some  portions  of  the  Mutual  Help  program  would  need  revision.  Listed  below 
is  a  preliminary  list  of  Mutual  Help  program  items  that  would  necfl  to  be  changed 
to  accommodate  the  Lease-Purchase  program : 

Indian  Housing  Regulations  (See  attachment) 

Mutual  Help  Construction  Contract  (Minor  changes  to  be  L-P  Construction 

Contract) 
Mutual  Help  Occupancy  Agreement  (Major  editorial  changes,  minor  con- 
ceptual changes  to  be  Lease-Purchase  Agreement) 
7440.1    Indian   Housing  Handbook   (Minor  changes  to  accommodate   L-P 

program) 
Annual  Contributions  Contract 
Many  of  these  changes  are  needed,  even  if  a  Lease-Purchase  program  is  not 
created.  The  time  involved  in  revising  some  of  these  items,  therefore,  wouUl  need 
to  be  invested  whether  or  not  this  proposal  is  accepted.  Attached  to  this  proposal 
is  a  draft  of  the  regulations  that  might  be  used  to  create  this  program.  It  should 
be  noted  that  this  set  of  regulations  has  only  been  modified  to  accommodate  this 
proposal  for  a  Lease-Purchase  program.  Not  incorporated  therein  are  the  many 
other  comments  and  suggestions  related  to  needed  changes  to  the  regulations. 
These  have  been  addressed  to  Central  Office  separately. 

The  regulations  have  principally  been  revised  by  adding  a  new  sub-part  E 
and  by  modifications  to  sub-parts  A  through  D  to  accommodate  this  new  sub-part. 

COST    COMPARISON 

To  develop  a  comparison  of  the  expected  costs  of  the  Lease-Purchase  program 
to  existing  programs,  it  is  necessary  to  separate  costs  into  three  categories:  costs 
of  development  and  financing,  operating  costs  and  HUD  costs  of  program 
administration. 

1.  Costs  of  development  and  financing 

The  development  costs  of  a  Lease-Purchase  project  would  cost  basically  the 
same  as  a  Mutual  Help  project.  The  onh^  difference  would  be  the  loss  of  required 
MH  contributions,  since,  in  most  cases,  only  land  is  contributed  for  Mutual 
Help  projects,  this  difference  would  not  be  much.  These  25-year  projects  cost 
the  Federal  Treasury  less  in  total  funds  (annual  contributions  are  at  a  higher  rate, 
but  are  paid  over  fewer  years)  than  40-year  rental  projects.  Therefore  a  Lease- 
Purchase  project  built  in  place  of  a  rental  progiam  will  cost  less  to  finance. 

Conversion  Costs. — There  should  be  no  change  in  the  cost  of  a  Mutual  Help 
("old"  or  "new")  projects  converted  to  this  program.  The  rate  of  annual  contribu- 
tions would  be  accelerated  for  conversion  of  a  rental  project  in  order  to  amortize 
the  debt  in  a  shorter  period  of  time.  The  amount  of  total  Federal  funds  used  to 
retire  the  project  debt  will  l^e  reduced  as  a  result  of  conversion. 

2.  Operating  Costs 

a.  New  Projects. — The  operating  costs  of  a  Lease- Purchase  project  are  expected 
to  be  comparable  to  a  rental  project.  This  assumes  the  cost  of  providing  Manage- 
ment/Maintenance aides  will  be  about  th?  same  as  the  cost  of  providing  directly 
all  routine  maintenance.  Payment  of  operating  subsidy  would  be  reduced  from 
40  to  25  years  effecting  a  considerable  savings. 

6.  Conversion  Costs:  (1)  Mutual  Help. —  Because  the  minimum  payment  (Admin- 
istrative Charge)  will  be  ehminated,  and  because  the  Homeownership  Training 
program  will  be  added,  the  Lease-Purchase  Program  will  cost  more  than  the 
present  costs  of  Mutual  Help  projects. 

(2)  Rental. — The  annual  cost  of  operating  rental  projects  should  not  l)e  effected. 
However,  because  the  term  of  the  ACC  would  l)e  reduced  37.5%,  the  Federal 
commitment  of  operating  subsidy  would  be  greatly  reduced. 

r.  Operating  Costs — Other. — Other  costs  savings  are  more  difficult  to  estimate, 
but  could  be  expected  in  the  following  areas: 

(1)  Accou7iting.— For  those  IHAs  which  convert  existing  projects  to  the  Lease- 
Purchase  program,  some  savings  in  accounting  costs  could  be  expected  from  a 
reduction  in  the  numl)er  of  accounts.  An  IHA  with  four  sets  of  books  (rental, 
Turnkey  III,  and  "old"  Mutual  Help,  and  "new"  Mutual  Help)  could  reduce  to 
one  set  of  books. 
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(2)  Miscellaneous  Administrative. — Elimination  of  multiple  audits,  multiple 
budgeting,  collections  of  minimum  Mutual  Help  payments,  maintenance  of 
multiple  occupancy  policies,  etc. 

3.  HUD  Costs  of  Program  Admini'stration 

It  is  not  anticipated  that  the  creation  of  the  Lease-Purchase  program  would 
effect  major  changes  in  HUD  costs  of  program  administration.  Obviously  the 
conversion  of  existing  projects  would  involve  an  immediate,  short-term  investment 
of  HUD  staff  time. 

In  the  long  term,  some  time  savings  should  be  expected  from  the  reduction  in 
the  number  of  operating  budgets  and  financial  statements  to  be  processed.  While 
we  would  expect  that  some  IHAs  would  keep  their  rental  programs  unconverted, 
we  would  expect  the  total  number  of  contracts  (and  therefore,  number  of  operating 
budgets)  to  be  40  to  50  in  Region  IX,  instead  of  the  anticipated  total  in  excess 
of  90. 

Benefits  of  the  Lease-Purchase  Program. — To  summarize  this  proposal,  the 
Lease-Purchase  program  would  result  in  greatly  simplified  program  administra- 
tion by  eliminating  the  need  for  the  number  of  programs  now  existing  in  Indian 
Communities.  The  program  would  provide  a  single  source  of  housing  for  a  wide 
spectrum  of  Indian  community  needs  without  leading  to  economic  stratification. 
The  program  would  incorporate  the  flexibility  to  house  families  with  a  wide  range 
of  incomes  without  risking  their  economic  stability  due  to  the  changes  in  employ- 
ment or  in  housing  costs.  The  program  would  provide  for  a  partnership  between 
the  IHA  and  the  family  to  insure  adequate  home  maintenance  and  would  insure 
that  the  IHA  is  better  able  to  meet  its  commitments  and  progi-am  responsibihties 
as  a  result  of  increased  staffing.  (As  an  indirect  benefit,  the  Lease-Purchase  pro- 
gram will  lead  to  permanent  increased  employment  opportunities  in  Indian 
communities  through  the  creation  of  new  positions  as  Management/Maintenance 
aides.) 

It  is  proposed  that  HUD  design  a  program  which  provides  Indian  communities 
a  reasonal)le  opportunity  to  receive  and  maintain  decent,  safe  and  sanitary 
housing  for  a  period  of  twenty-five  years. 

For  further  information,  contact:  Courtney  Moyah,  Director,  Gila  River 
Housing  Authority,  P.O.  Box  528,  Sacaton,  Ariz. 
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APPENDIX  VII.  HUD  ADMINISTRATIVE  STRUCTURE:  b)  Denver  region  viii 
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APPENDIX  VII.  HUD  'ADMINISTRATIVE  STRUCTURE;   c)  san  fransisco  region  ix 
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APPENDIX  VII.  HUD  ADMINISTRATIVE  STRUCTURE:  d)  Seattle  area  office 

INDIAN    HOUSING   PROGRAM   ORGANIZATIONAL   CHART   AND   DEMO.    TEAM   PLANS 

INDIAN   HOUSING   PROGRAM  TEAM.    SEATTLE  AREA  OKFICE 


DIRECTOR  OF   HOUSING 
LYNN   STOWELL 


MARK  PAVOLKA 
AREA  COORDINATOR 
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SPECIALIST 
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HOUSING  flANAGEMENT 
ASSISTANT 


DON  KLEIN 
ARCHITECT/PLANNER 


MARGARET  OLSON 
SECRETARY 


Department  of  Housing  and  Urban  Development, 

Seattle  Area  Office, 
Seattle,  Wash.,  December  22,  1978. 
In  reply  refer  to:  10.3HDH. 
Subject:  Indian  Housing  Program  Team. 

This  is  to  inform  3-0U  that  an  Indian  Housing  Program  Team  has  been  estabhshed 
in  the  Seattle  Area  Office  to  work  in  partnership  with  Indian  groups  to  resolve 
Indian  Housing  concerns.  This  team  will  have  full  authority  over  all  Indian 
Housing  Programs  in  the  State  of  Washington  and  will  be  located  in  Room  406. 
Our  team  consists  of  experienced  people  who  manj^^  of  j'ou  have  known  and 
worked  with  for  many  years.  The  team  members  are:  John  Barber,  Indian  Hous- 
ing Specialist,  Jan  Quinby,  Housing  Management  Assistant;  Don  Klein,  Architect/ 
Planner;  and  Mark  Pavolka,  Area  Coordinator. 

All  mail  should  be  addressed  to  the  staff  at  the  Seattle  Area  Office,  Arcade 
Plaza  Building,  1321  2nd  Avenue,  Seattle,  WA.,  98011,  Mail  Stop  407. 

The  team  members  can  be  reached  by  phone  at  Area  Code  (206)  442-5298. 
Sincerely, 

Lynn   G.  Stowell,  Director,  Housing  Division. 
Enclosure. 

U.S.  Department  of  Housing  and  Urban  Development 


MEMORANDUM 

December  6,  1978. 
Inreply  refer  to:  10.3HDH. 

To:  Lynn  G.  Stowell,  Director,  Housing  Division,  10. 3H. 
From:  Mark  Pavolka,  Indian  Housing  Program  Team,  10.3HDH. 
Subject:  Expected  developments  in  the  next  four-month  period. 

The  following  is  a  forcast  based  on  present-day  operating  plan  goals  and  staffing 
patterns  at  this  time. 

To  meet  current  Operating  Plan  goals,  the  following  reviews  will  have  to  be 
made  to  cover  the  Operating  Plan  goals  for  the  four-month  period  ending  in 
March  1979:  Management  Reviews — 2;  Occupancy  Audits — 3;  Maintenance 
Reviews — 3;  Utilities  Reviews — 1. 

Some  of  these  reviews  will  be  consolidated  with  field  work  done  on  one  trip  to  an 
IHA. 

Tenants  Accounts  Receivable  (TAC)  status:  During  this  period  we  will  attempt 
to  work  out  written  plans  for  the  reduction  of  TAC  for  eight  IHAs  over  107c  TAG. 

The  current  Operating  Plan  states  that  507c  of  FY79  Indian  Housing  Authori- 
ties Modernization  Program  funds  are  to  be  obhgated  by   March   1979.   This 
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appears  to  be  unreasonable  as  the  program  regulations  have  not  yet  been  pub- 
lished and  funds  will  not  be  available  until  January  1979  at  the  earliest. 

Other  projected  workloads  include:  1.  At  least  four  fiscal  audit  reports  due  from 
IPA's,  during  this  four-month  period.  These  reports  must  be  reviewed,  letters 
written,  responses,  etc.,  through  closing  of  audit  within  135  days  of  receipt  by  this 
oflfice. 

2.  Closing  Management,  occupancy  etc,  reviews  which  are  over  90  days  old. 

3.  Work  towards  closing  Yakima  Nation's  Modernization  Program,  Phase  II. 

4.  Invite  applications  for  the  development  of  approximately  170  new  homes 
with  Fiscal  Year  1979  funding. 

A  letter  to  all  Indian  housing  authorities  in  Washington,  providing  application 
forms,  instructions  and  selection  criteria,  should  be  sent  by  January  15,  1979. 

The  deadline  for  submission  of  applications  should  allow  60  to  120  days,  be- 
cause of  the  need  to  firmly  identify'  sites  available  for  the  proposed  projects  and 
to  improve  housing  needs  data.  Program  reservations  would  be  issued  in  May 
for  new  projects  which  have  the  likelihood  of  proceeding  through  ACC  to  ad- 
vertising for  bids  within  a  year. 

5.  Issue  tentative  site  approval  for  9  projects:  Yakima,  WASH  22-11  and  -12; 
Colville,  WASH  43-5  and  -6;  Quinault,  W^ASH  27-6  and  -7;  Makah,  WASH 
29-3;  Chehalis,  WASH  48-2;  Spokane,  W^ASH  37-3. 

6.  Approve  Development  Programs  and  ACC's  for  5  projects:  Yakima,  WASH 
22-11  and  -12;  Colville,  WASH  54-5  and  -6;  Spokane,  WASH  37-3.  Also,  possible 
are  approvals  of  Quinault,  WASH  27-6  and  -7;  Makah,  WASH  29-3. 

7.  Approve  advertising  for  bids  for  6  projects:  Yakima,  WASH  22-11  and  -12; 
Colville,  WASH  43-5  and  -6;  Quinault,  WASH  27-5;  Southern  Puget  Sound, 
WASH  52-2.  Also  possibly  Quinault,  WASH  27-6  and  -7. 

8.  Authorize  award  of  construction  contracts  and  construction  starts  for  5 
projects:  Nooksack,  WASH  56-1;  Swinomish,  WASH  23-5  and  -6;  Quinault, 
WASH  27-5;  Southern  Puget  Sound,  WASH  52-2.  Possibly,  Colville,  WASH 
43-5  and  -6  too. 

9.  Complete  warranty  period  for  3  projects:  52-1  South  Puget  Sound  (43  units) 
12-31-78;  48-1  Chehalis  (25  units)  2-28-79;  22-10  Yakima  (52  units)  3-31-79. 

10.  Complete  construction  period  for  one  project:  43-4  Colville  (44  units)  late 
December  or  more  likely  early  January. 

11.  Start  construction  on  3  to  5  projects.  Probable  starts:  23-4  Swinomish 
(17  units)  late  December;  23-5  Swinomish  (10  units)  late  December;  51-1 
iS^ooksack  (21  units)  early  January.  Possible  starts  (these  projects  are  being 
reworked  after  large  bid  overruns  and  are  going  out  for  ))ids  again  in  January 
and  February:  52-2,  South  Puget  Sound  (46  units)  12  Squaxin  Island  units 
deleted — early  March;  27-5  Quinault   (36  units)  late  March. 

12.  Approve  advertising  for  bids  on  up  to  7  projects:  52-2  South  Puget  Sound 
(46  units);  22-8(B)  Yakima  (10  units);  22-11  Yakima  (35  units);  22-12  Yakima 
(25  units);  43-5  Colville  (40  units);  43-6  Colville  (40  units);  27-5  Quinault 
(36  units). 

13.  Hold  schematic  design  conferences  for  up  to  6  projects  probable,  3  others 
possil)le:  43-5  Colville  (40  units)  12-7-78;  43-6  Colville  (40  units)  12-7-78; 
22-8(B)  Yakima  (10  units)  early  January;  22-11  Yakima  (35  units)  early  January; 
22-12  Yakima  (25  units)  early  January;  37-3  Spokane  (35  units)  March.  Possible; 
27-6  Quinault  (26  units)  March?  27-7  Quinault  (10  units)  March?  29-3  Makah 
(25  units)  March-April? 

14.  Give  preliminary  site  approval  for  up  to  5  projects:  37-3  Spokane  (35  units) 
December?  27-6  Quinault  (26  units)  Deceml)er-Januarv?  29-3  Makah  (25  units) 
48-2  Chehalis  (25  units) ;  50-1  Lower  Elwah  (25  units)  March-April? 

15.  ApjMovc  advertising  for  l)ids  for  one  rehab  i)roject:  23-2  Swinomish  (10 
BIA  units)  January? 

16.  Improve  technical  skills  in  architectural  processing  Special  Training  needed 
in  how  to  use  the  Indian  Handbook,  etc.  (no  courses  offered?) 

Site  planning  training  course  at  HUD  East — January  (February?) 
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PREFACE 


This  handbook  has  been  prepared  for  use  by 
American  Indian  tribal  leaders,  Farmers  Home 
Administration  personnel,  and  others  inter- 
ested in  helping  Indian  farmers  and  rural  resi- 
dents improve  and  develop  their  personal  and 
community  resources.  It  is  intended  to  provide 
readily  accessible  information  on  loan  program 
objectives,  eligibility,  rates,  terms,  and  secur- 
ity requirements  for  each  FmHA  loan 
authority. 

Applications  for  loans  and  grants  are  con- 
sidered regardless  of  sex,  race,  color,  creed,  or 
national  origin  of  the  applicant.  Applications 
from  eligible  veterans  have  preference  for 
processing. 

Interested  persons  should  direct  inquiries  to 
local  FmHA  offices  serving  the  area  where  they 
live. 
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INTRODUCTION 


The  Farmers  Home  Administration 
(FmHA)  of  the  U.S.  Department  of  Agri- 
culture makes  loans  to  Indian  farmers, 
rural  residents,  communities,  Indian 
tribes,  and  tribal  corporations.  It  helps 
borrowers  gain  maximum  benefit  from 
loans  through  counseling  and  technical 
assistance. 

Indian  farmers  and  rural  people  have 
several  credit  programs  they  can  call 
upon  through  FmHA  to  help  purchase  or 
operate  farms,  provide  new  employment 
and  business  opportunities,  enhance  the 
environment,  acquire  homes,  and  upgrade 
the  standard  of  living  for  all  who  wish  to 
live  in  small  towns  or  open  country, 
tribal  communities,  or  reservations. 

Some  programs  are  strictly  for  indi- 
viduals and  their  families,  some  involve 
associations  of  people.  Other  loans  are 
made  to  partnerships,  corporations,  or 
public  bodies.  FmHA  employees  work 
with  all  types  of  borrowers  as  well  as 
with  State  and  local  ofl^cials,  planning 
groups,  and  government  agencies. 

The  agency's  loan  authorities  provide 
a  supplemental  source  of  credit,  augment- 
ing the  efforts  of  private  lenders  rather 


than  competing  with  them.  Most  FmHA 
programs  require  that  a  borrower  "grad- 
uate" to  commercial  credit  when  able  to 
do  so.  The  nature  of  the  agency's  opera- 
tion makes  it  possible  for  Farmers  Home 
Administration  to  increase  the  supply  of 
rural  credit  by  attracting  money  from 
major  finance  centers. 

FmHA  is  a  decentralized  agency,  with 
42  State  offices  serving  the  area  in  which 
the  farm.  home,  or  community  is  located. 
In  programs  where  the  agency  is  author- 
ized to  guarantee  loans,  a  lender  will  be 
the  primary  source  of  a  borrower's  con- 
tact for  funds  and  for  supervision.  In 
instances  where  FmHA  writes  the  check 
for  the  loan,  application  is  made  at  the 
county  office,  and  most  loans  will  be  ap- 
proved at  that  office,  with  some  large  or 
specialized  ones  being  handled  at  the  dis 
trict  or  State  levels. 

If  the  address  and  telephone  number  of 
the  Farmers  Home  Administration  office 
cannot  be  found  in  the  local  telephone  di- 
rectory, write  Farmers  Home  Adminis- 
tration, U.S.  Department  of  Agriculture, 
Washington,  DC.  20250,  for  the  address 
of  the  office  serving  your  county. 
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LOAN  PROGRAMS  FOR  INDIVIDUALS 


RURAL 

HOUSING 

LOANS 


Objective: 

The  objective  is  to  assist  eligible  individ- 
ual rural  residents,  farmers,  and  senior 
citizens  to  obtain  decent,  safe,  and  sani- 
tary dwellings  and  related  facilities.  The 
purpose  of  these  loans  is  to  give  families 
an  opportunity  to  have  adequate  housing. 

How  Loan  Funds  May  Be  Used: 

To  buy,  build,  repair,  or  relocate  homes 
and  buy  minimum  adequate  sites.  Funds 
may  also  be  used  to  provide  adequate  and 
safe  water  supply,  sewage  disposal  facili-- 
ties,  storm  shelters,  and  to  pay  expenses 
of  obtaining  plans  and  loan  closing  costs. 
Loans  may  also  be  made  to  install  plumb- 
ing, repair  roofs,  and  remove  health  and 
safety  hazards. 

Who  May  Borrow: 

Low-  and  moderate-income  Indian  fami- 
lies who  are  without  adequate  housing 
and  related  facilities  and  who  will  become 
the  owner-occupant  of  the  home  located 
on  a  site  owned  by  the  applicant  or  on 
which  there  is  a  long-term  lease  after  the 
loan  is  closed ;  or  a  f  armowner  without 
safe,  decent,  and  sanitary  housing  for  his 
own  use  or  for  the  use  of  his  tenant, 
sharecroppers,  farm  laborers,  or  farm 
manager.  Housing  must  be  located  in  rural 
areas,  open  country,  towns,  villages,  and 
places  without  more  than  10,000  popula- 
tion that  are  rural  in  character  and  not 
part  of  or  associated  with  an  urban  area. 


Rates  and  Terms: 

Interest  rates  are  established  periodically 
and  can  be  obtained  by  contacting  local 
FmHA  offices.  Interest  credit  may  be 
granted  on  loans  to  low-income  families 
to  reduce  the  effective  rate  to  as  low  as 
1  percent.  Co-signers  may  be  used,  and 
the  repayment  period  may  extend  up  to 
33  years.  On  housing  repair  loans  made 
under  the  incentive  program,  the  interest 
rate  varies:  3  percent  interest  for  ad- 
justed incomes  of  $5,001  to  $7,000;  2  per- 
cent interest  for  adjusted  incomes  of 
$3,001  to  $5,000;  and  1  percent  interest 
for  adjusted  incomes  of  not  more  than 
$3,000.  Incentive  repair  loans  may  be  re- 
paid over  a  period  of  up  to  25  years.  For 
minor  repairs  to  remove  health  and  safety 
hazards,  loans  up  to  $3,500  may  be  ad- 
vanced at  1  percent  interest  and  repaid 
within  10  years.  Each  person  who  applies 
will  receive  equal  consideration  regardless 
of  race,  color,  creed,  sex,  or  national 
origin. 
Security: 

Rural  housing  loans  are  generally  secured 
by  a  real  estate  mortgage.  Loans  made  on 
owned  and  leased  land  held  in  trust  or 
restricted  status  are  subject  to  applicable 
tribal  or  Department  of  Interior  regula- 
tions. Loans  for  regular  housing  purposes 
may  be  made  only  when  the  lease  is  for 
at  least  50  years.  In  certain  instances 
where  small  repair  loans  are  involved,  the 
lease  may  be  for  a  shorter  period  but  in 
any  case,  the  length  of  the  lease  must  be 
IV2  times  the  repayment  period  of  the 
loan. 
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Objective: 

To  assist  eligible  Indian  farmers  and 
ranchers  to  become  owner-operators  of 
family  farms.  The  operations  may  include 
establishment  cr  enlargement  of  nonfarm 
enterprises  to  supplement  farm  income. 
These  objectives  will  be  accomplished 
through  the  extension  of  credit  and  sup- 
ervisory assistance. 

Hoir  Mail  Loan  Funds  lie   Used 

Buy  or  enlarge  farms,  including  any  land 
for  recreation  or  other  nonfarm  enter- 
prises, which  are  not  now  nor  will  be 
larger  than  a  family  farm.  Loans  also  may 
be  used  to  construct  or  repair  essential 
but  modest  farm  dwelling  and  service 
buildings,  including  facilities  and  struc- 
tures for  nonfarm  enterprises ;  develop 
domestic  water  and  sewage  systems;  pro- 
vide land  and  water  development ;  estab- 
lish approved  forestry  practices ;  and  re- 
finance debts. 


Who  May  Borrow 

Citizens  of  legal  age  who  have  sufficient 
farm  experience  or  training  to  assure 
reasonable  prospects  of  success  in  the 
proposed  farming  operation  and  who  must 
rely  on  farm  income  to  have  a  reasonable 
standard  of  living.  Applicants  must  pos- 
sess the  character,  industry,  and  ability 
to  carry  out  the  farming  or  nonfarm  en- 
terprise, and  personally  manage  and  oper- 
ate the  farm.  These  loans  are  made  to 
those  individuals  who  cannot  obtain  suffi- 
cient credit  from  other  sources. 

Rates  and  Terms 

Rate  is  5  percent,  with  terms  not  to  ex- 
ceed 40  years.  Maximum  FmHA  farm 
real  estate  loan  is  $100,000;  total  real 
estate  debt  against  the  security  is 
$225,000,  or  the  market  value  of  the  farm, 
whichever  is  less. 

The  borrower  will  be  expected  to  graduate 
to  other  credit  sources  when  able  to  do  so. 
Each  person  who  applies  will  receive  equal 
consideration  regardless  of  race,  color, 
creed,  sex,  or  national  origin. 

Secuiitij 

Farm  ownership  loans  are  secured  by  a 
mortgage  on  the  land  owned  or  purchased 
by  the  borrower.  When  making  real 
estate  loans  to  Indians  which  will  be  se- 
cured by  land  in  trust  or  restricted  status, 
the  mortgage  must  be  reviewed  by  the 
Bureau  of  Indian  Affairs. 
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SOIL 
AND 
WATER 
LOANS- 
INDIVIDUAL 


Objective 

Provide  financing  and  supervisory  assist- 
ance to  assist  eligible  Indian  farmers  and 
ranchers  in  developing,  conserving,  and 
making  proper  use  of  their  land  and  water 
resources. 

How  May  Loan  Funds  Be   Used 

Pay  for  materials,  supplies,  equipment, 
and  services  related  to  land  and  water  de- 
velopment, use,  and  conservation.  Eligible 
loan  purposes  include  such  itwns  as  ter- 
races, dikes,  reservoirs,  ponds,  tanks,  and 
cisterns ;  wells,  pipelines,  pumping  and 
irrigation  equipment ;  ditches  and  canals 
for  irrigation  and  drainage ;  waterways, 
erosion  control,  and  the  purchase  of  water 
stock  or  membership  in  an  incorporated 
users  association. 

Who  May  Borrow: 

Farm  operators  or  owners,  partnerships, 
or  domestic  corporations  engaged  in  farm- 
ing. Applicants  must  be  citizens  of  legal 
age  and  unable  to  obtain  sufficient  credit 
from  other  sources.  They  must  possess 
the  industry  and  ability  to  carry  out  the 
proposed  operations  and  plan  to  improve 
a  farm  which  is  recognized  as  a  farm 
rather  than  a  rural  residence.  For  a  ten- 
ant, satisfactory  written  lease  must  be 
available. 


Rates  and  Terms. 

Terms  not  to  exceed  40  years.  Interest 
rate  is  5  percent.  Maximum  FmHA  farm' 
real  estate  loan  is  $100,000;  total  real 
estate  debt  against  the  security  is 
$225,000,  or  the  market  value  of  the  farm 
or  other  security,  whichever  is  less.  Each 
person  who  applies  will  receive  equal  con- 
sideration regardless  of  race,  color,  creed, 
sex,  or  national  origin. 

Security 

These  loans  will  be  adequately  secured  to 
protect  the  government  during  the  repay- 
ment period.  Security  may  include  a 
mortgage  on  the  borrower's  farm,  or  farm 
machinery,  equipment,  and  livestock,  de- 
pending upon  the  nature  of  the  loan. 
Loans  on  land  held  in  trust  or  restricted 
status  are  subject  to  applicable  tribal  or 
Department  of  Interior  regulations. 


RECREATION 
LOANS 
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Objective: 

To  assist  eligible  Indian  farmowners  or 
ranchowners  or  tenants  to  convert  all  or 
a  portion  of  their  larms  or  ranches  to 
outdoor  income-producing  recreation  en- 
terprises. 

Hon-  May  Loan   Funds  Be   Used: 

Develop  land  and  water  resources  for  out- 
door recreation,  including  construction  or 
improvement  of  modest,  essential  build- 
ings and  facilities,  and  purchase  and  in- 
stallation of  equipment  and  fixtures  essen- 
tial to  the  enterprise.  Refinance  secured 
and  unsecured  debts. 

Who  Mail  Borrow: 

The  applicant  must  possess  the  industry 
and  training  or  experience  to  carry  out 
the  proposed  operation.  The  applicant 
must  be  an  individual  engaged  in  farming 
at  the  time  he  applies  for  a  loan  and  must 


manage  and  operate  the  recreation  enter- 
prise. He  must  be  unable  to  obtain  suffi- 
cient credit  elsewhere.  A  tenant  must 
have  a  satisfactory  written  lease. 

Rat(S  and  Terms 

Interest  rate  is  5  percent.  Loans  may  be 
scheduled  for  repayment  over  a  period  not 
to  exceed  40  years.  The  borrower  will  be 
expected  to  graduate  to  another  credit 
source  when  able  to  do  so.  Maximum 
FmHA  farm  real  estate  loan  is  $100,000; 
total  real  estate  debt  against  the  security 
is  $225,000  or  the  market  value  of  the 
security,  whichever  is  less.  Recipients  of 
recreation  loans  are  subject  to  Title  VI 
of  the  Civil  Rights  Act  of  1964.  They 
must  agree^ot  to  discriminate  on  the 
basis  of  race,  color,  creed,  sex,  or  national 
origin  by  signing  Form  FmHA  400-4. 
"Nondiscrimination  Agreement,"  before 
loan  closing. 

Security: 

These  loans  will  be  adequately  secured  to 
protect  the  Government  during  the  re- 
payment period.  Security  may  include  a 
mortgage  on  the  borrower's  farm,  per- 
sonal property,  and  fixtures.  A  tenant  may 
be  required  to  give  a  mortgage  on  his 
leasehold  interest.  Loans  on  owned  or 
leased  land  held  in  trust  or  restricted 
status  are  subject  to  applicable  tribal  or 
Department  of  Interior  regulations. 
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FARM 

OPERATING 
LOANS- 
YOUTH 
LOANS 


Objective 

To  assist  eligible  Indian  farmers  and 
ranchers  to  become  successful  operators 
or  tenant  operators  of  family  farms.  Also 
to  provide  assistance  to  rural  Indian 
youths  to  enable  them  to  operate  modest 
income-producing  farm  and  business  proj- 
ects in  connection  with  participation  in  an 
organized  and  supervised  youth  program. 

How  May  Loan  Funds  Be   Used: 

Loans  may  be  used  to  buy  farm  equip- 
ment, livestock,  poultry,  fur-bearing  and 
other  animals,  fish,  and  bees ;  purchase 
animals,  birds,  fish,  tools,  equipment, 
facilities,  furnishings,  inventories,  and 
supplies  needed  for  a  business  or  recrea- 
tional enterprise  to  be  operated  in  con- 
nection with  the  farming  operation ; 
provide  money  for  expenses  such  as  feed 
and  fertilizer,  pesticides,  supplies,  and 
payment  of  cash  rent.  Funds  may  also  be 
used  to  acquire  memberships  in  farm 
or  nonfarm  purchasing,  marketing,  or 
service-type  cooperative  associations ; 
provide  for  family  subsistence  needs,  and 
refinance  debts ;  purchase  milk  base,  graz- 
ing permits  or  licenses,  and  franchises. 

Operating  loans  also  may  be  made  to  In- 
dian youths  to  develop  and  carry  on  farm 
or  business  projects  in  connection  with 
an  organized  and  supervised  youth  pro- 
gram. 

Who  May  Borrow 

Indians  who  are  citizens  of  legal  age  and 
who  have  a  farm  background  and  either 
training  or  farm  experience  to  assure 
reasonable  prospects  of  success  in  the 
proposed  operations.  Applicants  must  pos- 


sess the  character,  industry,  and  ability  to 
carry  out  the  farming  and  other  enter- 
prises, and  personally  manage  and  oper- 
ate not  larger  than  the  equivalent  of  a 
family  farm.  These  loans  are  made  to 
applicants  who  cannot  obtain  sufficient 
credit  from  other  sources. 

Rural  Indian  youths  who  are  not  of  legal 
age  do  not  need  to  meet  the  farm  back- 
ground and  training  or  experience  tests  in 
order  to  receive  youth  loans.  However, 
recipients  of  youth  loans  must  be  part  of 
an  organized  and  supervised  group.  The 
youth  loan  must  be  approved  by  the  group 
supervisor. 

Rates  and  Terms: 

Interest  rates  for  operating  loans  are 
established  periodically  and  can  be  ob- 
tained by  contacting  local  FmHA  offices. 
The  maximum  FmHA  operating  loan  is 
$50,000.  Loans  may  be  repaid  over  periods 
up  to  7  years  or  the  useful  life  of  the 
security,  whichever  is  less.  Each  person 
who  applies  will  receive  equal  considera- 
tion regardless  of  race,  color,  creed,  sex, 
or  national  origin. 

Security: 

Loans  will  be  secured  in  a  manner  to 
protect  the  Government  during  the  re- 
payment period.  Security  may  include  a 
mortgage  on  the  borrower's  farm  machin- 
ery, other  machinery  and  equipment,  or 
similar  items,  and  crops  and  livestock,  or 
his  share  of  crops  and  livestock  if  a  ten- 
ant operator.  Leases  on  lands  held  in  trust 
or  restricted  status  are  subject  to  appli- 
cable tribal  and  Department  of  Interior 
regulations. 
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FARM 

EMERGENCY 

LOANS 


Objective: 

To  compensate  eligible  Indian  farmers 
and  ranchers  for  losses  resulting  from 
designated  natural  disasters. 

How  May  Loan  Funds  Be  Used 

Loan  funds  may  be  requested  to  offset 
agricultural  damages  sustained  by  eligible 
borrowers  which  were  not  compensated 
by  insurance  or  otherwise.  Funds  may  be 
used  to  restore  or  replace  farm  dwellings, 
and  service  buildings,  farm  machinery  and 
equipment,  which  were  lost  or  damaged. 
These  loans  may  also  be  requested  to  off- 
set losses  of  growing  crops  and  livestock 
enterprises. 

What   is  a   Designated  Natural  Disaster 

The  occurrence  of  a  natural  disaster  such 
as  a  flood,  drought,  hurricane,  tornado, 
blizzard,  electrical  storm  or  heavy  snow 
fall,  which  has  resulted  in  the  area  being 
declared  eligible  for  farm  emerrgency  loan 
assistance  by  the  President  or  the  Secre- 
tary of  Agriculture. 

Who  May  Borrow: 

Applicants  must  be  an  established  indi- 
vidual farm  operator,  partnership,  or 
corporation.  If  a  partnership  or  corpora- 
tion, the  applicant  must  be  primarily 
engaged  in  farming  or  ranching  and  the 
operation  must  be  managed  by  a  partner 
or  stockholder.  Individuals,  principal  part- 
ners, and  principal  stockholders  must  be 
citizens  and   operate  in   the  area  where 


farm  emergency  loans  have  been  author- 
ized. Applicants  must  posses  the  ability, 
experience,  and  character  needed  to  carry 
out  the  obligations  required  in  connection 
with  the  loan  and  possess  the  legal  ca- 
pacity to  contract  for  the  loan. 

Rates  and  Terms: 

Interest  rates  for  emergency  loans  are 
currently  set  at  5  percent.  Loans  are 
scheduled  for  repayment  up  to  20  years 
for  real  estate  restoration,  except  farm 
dwellings,  which  can  be  repaid  over  33 
years.  Loans  made  for  repair  or  replace- 
ment of  farm  machinery  and  equipment 
and  breeding  livestock  may  be  repaid 
over  periods  not  exceeding  7  years  or  the 
useful  life  of  such  items.  Loans  for  crops 
or  livestock  production  losses  may  be 
scheduled  over  a  maximum  period  of  5 
years  or  a  shorter  time  consistent  with 
the  borrower's  ability  to  pay.  Each  per- 
son who  applies  will  receive  equal  con- 
sideration regardless  of  race,  color,  creed, 
sex,  or  national  origin. 

Security  Requirements: 

These  loans  will  be  adequately  secured  to 
protect  the  Government  during  the  re- 
payment period.  Security  may  include  a 
mortgage  on  the  borrower's  farm,  or  farm 
machinery  and  equipment,  or  crops  and 
livestock,  depending  upon  the  nature  of 
the  loan.  Loans  on  land  held  in  trust  or 
restricted  status  are  subject  to  applicable 
tribal  or  Department  of  Interior  regula- 
tions. 
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BUSINESS 
AND 

INDUSTRIAL 
LOANS 
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Objectii-es 

To  expand  employment  and  save  jobs  in 
rural  areas  and  towns  up  to  50,000  popu- 
lation. 

Hniv  May  Loan  Funds  Be   Used 

Funds  may  be  used  to  finance  the  acqui- 
sition, construction,  conversion,  enlarge- 
ment, repair,  modernization,  or  pollution 
abatement  or  control  of  rural  businesses 
and  industries. 

Who  May  Borroir 

An  individual,  cooperative,  corporation, 
partnership,  Indian  tribe  on  a  State  or 
Federal  reservation  or  other  recognized 
tribal  groups,  a  municipality,  county,  or 
other  political  subdivisions  of  a  State. 

Rates  and  Terms 

These  loans  are  made  by  a  private  lender 
and  guaranteed  by  FmHA.  Interest  rates 
are  negotiated  by  the  borrower  and  the 
lender.  The  repayment  period  varies  de- 
pending upon  the  purpose  of  t-he  loan  but 
cannot  exceed  30  years  in  any  case.  These 
loans  cannot  be  restricted  on  the  basis  of 
race,  creed,  color,  sex,  or  national  origin. 

Security: 

These  loans  will  be  secured  to  adequately 
protect  the  interest  of  the  lender  and  the 
Government.  A  mortgage  may  be  taken 
on  the  real  estate,  equipment,  inventory, 
and  other  items  financed. 
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LOAN  PROGRAMS  FOR  GROUPS 

INDIAN 
LAND 

ACQUISITION 
LOANS 


Objectives 

To  assist  Indian  tribes  and  tribal  cor- 
porations in  the  purchasing  of  land  or 
interest  in  land  within  tribal  reservations 
and  Alaskan  Indian  communities. 

How  Maij  Loan   Funds  fie   Used 

To  buy  land  or  interest  in  lands  within 
an  Indian  reservation  or  an  Alaskan  In- 
dian community ;  to  pay  expenses  inci- 
dental to  the  purchase  of  land,  including 
cost  of  appraisal,  title  and  legal  services, 
surveys,  and  loan  closing. 

Who  May  Borrow 

Indian  tribes  and  Alaskan  Indian  com- 
munities recognized  by  the  Secretary  of 
the  Interior  that  are  without  adequate 
uncommitted  funds  to  acquire  needed 
land  within  the  reservation,  and  cannot 
obtain  sufficient  credit  at  reasonable 
rates  and  terms  from  other  sources. 

Rates  and  Terms: 

Interest  rate  is  5  percent.  Repayment 
period  may  not  exceed  40  years  or  the 
statutory  limit  on  a  tribe's  borrowing 
authority. 

Security: 

All  loans  will  be  secured  in  a  manner 
that  will  adequately  protect  the  Govern- 
ment during  the  repayment  period.  Or- 
dinarily, the  security  will  include  a  first 
mortgage  on  the  land  acquired  plus  as- 
signments of  tribal  income. 
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RENTAL 

AND 

COOPERATIVE 

HOUSING 

LOANS 


Objectives 

To  build,  improve,  repair,  or  buy  rental 
or  cooperatively  owned  housing  that  is 
designed  and  constructed  for  occupancy 
by  low-  to  moderate-income  families  and 
senior  citizens. 

How  May  Loan  Funds  Be  Used 

To  build,  improve,  repair,  or  buy  rental 
or  cooperatively  owned  housing  that  is 
economically  designed  and  constructed  for 
independent  living.  Loan  funds  may  also 
be  used  to  purchase  land  and  develop  sites 
including  related  facilities  such  as  water, 
sewer,  streets,  recreation  centers,  laundry 
rooms,  and  landscaping. 

Who  May  Borrow 

Indian  profit  and  nonprofit  corporations, 
consumer  cooperatives,  and  other  non- 
profit organizations  with  broadly  based 
memberships. 

Individuals,  individual  farmowners,  or 
organizations  operating  on  a  profit  basis, 
including  those  that  agree  to  operate  on  a 
limited  profit  basis.  Cooperatives  owned, 
occupied,  and  managed  by  eligible  low-  to 
moderate-income  families. 


Rates  and  Terms 

Interest  rates  are  established  periodically 
and  can  be  obtained  by  contacting  local 
FmHA  offices.  Borrowers  who  agree  to 
rent  to  low-income  tenants  may  receive 
credits  to  reduce  the  eflfective  rate  to  as 
low  as  1  percent.  The  maximum  payment 
period  is  40  years,  except  that  loans  pro- 
viding housing  for  senior  citizens  may 
be  repaid  over  a  50-year  period.  Recipi- 
ents of  rental  housing  loans  are  subject 
to  Title  VI  of  the  Civil  Rights  Act  of 
1964.  They  must  agree  not  to  discriminate 
on  the  basis  of  race,  color,  creed,  sex,  or 
national  origin  by  signing  a  "Nondis- 
crimination Agreement,"  before  loan 
closing. 

Security 

Each  loan  will  be  secured  in  a  manner 
that  adequately  protects  the  Government. 
In  most  cases  the  loan  will  be  secured  by 
a  real  estate  mortgage.  Loans  secured  by 
land  held  in  trust  or  restricted  status  are 
subject  to  applicable  tribal  or  Department 
of  Interior  regulations.  On  reservations, 
the  applicant  must  own  or  become  owner 
of  the  building  site  even  though  the  land 
may  be  in  a  restricted  status. 
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RURAL 

HOUSING 

SITE 

DEVELOPMENT 

LOANS 


Objective 

To  provide  adequate  sites  for  housing  in 
rural  areas.  The  land  is  to  be  sold  as  ade- 
quate housing  sites  on  a  nonprofit  basis 
to  families  with  low-  to  moderate-incomes, 
to  cooperative  housing  groups,  and  to 
nonprofit  rural  housing  applicants. 

How  May  Loan  Funds  Be  Used: 

To  buy  and  develop  building  sites,  includ- 
ing the  construction  of  essential  access 
roads,  streets,  and  utilities,  and  payment 
of  fees  and  administrative  expenses. 

Who  May  Borroiv. 

A  private  nonprofit  organization  or  a  pub- 
lic nonprofit  organization  including  a 
municipal  corporation  or  other  corporate 
agencies  of  a  State  or  local  government. 
On  Indian  reservations,  the  applicant  must 
own  or  become  owner  of  the  building  sites 
even  though  the  land  may  be  in  a  re- 
stricted status. 


Rates  and  Terms 

Interest  rates  are  established  periodically 
and  can  be  obtained  by  contacting  local 
FmHA  ofl[ices.  Recipients  of  site  develop- 
ment loans  are  subject  to  Title  VI  of  the 
Civil  Rights  Act  of  1964.  They  must 
agree  not  to  discriminate  on  the  basis  of 
race,  color,  creed,  sex,  or  national  origin 
by  signing  Form  FmHA  400-4,  "Nondis- 
crimination Agreement,"  before  loan  clos- 
ing. The  loan  must  be  repaid  in  2  years. 

Security 

Each  loan  will  be  secured  by  a  mortgage 
on  the  property  purchased  or  improved 
with  the  loan. 
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SELF-HELP 
TECHNICAL 
ASSISTANCE 
GRANTS 


Objective: 

To  provide  qualified  organizations  with 
the  financial  assistance  for  technical  and 
supervisory  assistance  to  help  low-income 
families  build  their  own  housing  by  the 
mutual  self-help  method. 

How  May  Funds  Be  Used: 

Funds  may  be  used  to  employ  technical 
and  supervisory  personnel  and  to  pay  ad- 
ministrative expenses.  Persons  hired  will 
be  used  to  supervise  and  train  low-income 
families  while  they  are  building  their 
own  homes,  and  to  carry  out  administra- 
tive functions.  The  families  will  organize 
into  groups  and  exchange  labor  on  the 
construction  of  the  homes. 

Who  May  Borrow: 

A  State  or  political  subdivision,  public 
nonprofit  corporation,  or  a  private  non- 
profit corporation  including  groups  orga- 
nized by  Indians. 


Terms 

Each  agreement  for  funds  will  not  exceed 
2  years.  Funds  cannot  be  used  to  provide 
labor  for  construction,  or  to  buy  land  or 
material.  Recipients  are  subject  to  non- 
discrimination and  equal  opportunity  re- 
quirements and  must  agree  not  to  dis- 
criminate against  any  employee  or  appli- 
cant because  of  race,  creed,  color,  sex,  or 
national  origin.  Each  borrower  will  be  re- 
quired to  sign  Form  FmHA  400-4,  "Non- 
discrimination Agreement,"  before  loan 
closing. 

Agreement 

Each  applicant  will  sign  a  technical  as- 
sistance agreement.  It  will  show  the 
authorized  use  of  funds,  requirements 
that  must  be  met  by  the  applicant,  and 
other  provisions  necessary  to  meet  the 
objectives  of  the  program. 
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LOANS 
FOR 

COMMUNITY 
FACILITIES 


Objective: 

To  assist  elijjible  applicants  to  construct 
community  water  and  waste  disposal 
systems,  community  centers,  fire  stations, 
and  other  community  facilities. 

How  May  Loan  Funds  Be  Used 

To  construct,  enlarge,  extend,  or  other- 
wise improve  community  water  and  waste 
disposal  systems,  solid  waste  disposal 
facilities,  and  other  essential  community 
facilities,  including  payment  of  fees  and 
related  expenses. 

Who  May  Borrow. 

Public  bodies,  nonprofit  corporations, 
special  purpose  districts,  and  Indian 
tribes  and  tribal  corporations  who  are  not 
able  to  obtain  needed  credit  at  reasonable 
rates  and  terms  from  other  sources. 


Rates  and  Terms 

Interest  rate  is  5  percent.  Loan  repay- 
ment may  be  scheduled  over  periods  up  to 
40  years  or  the  statutory  limitations  of 
the  borrower.  Recipients  of  community 
facilities  loans  are  subject  to  Title  VI  of 
the  Civil  Rights  Act  of  1964.  They  mu.st 
agree  not  to  discriminate  on  the  basis  of 
race,  color,  creed,  sex,  or  national  origin 
by  signing  Form  FmHA  400-4,  "Nondis- 
crimination Agreement,"  before  loan 
closing. 

Security: 

Loans  will  be  adequately  secured  to  pro- 
tect the  interest  of  the  Government  dur- 
ing the  term  of  the  loan.  This  generally 
consists  of  bonds  or  mortgages  on  all  real 
property  owned  or  acquired  by  the  bor- 
rower plus  a  pledge  of  revenue  from  the 
facility  being  constructed. 
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GRAZING 

ASSOCIATION 

LOANS 


Objective 

To  provide  family-sized  farmers  and 
ranchers  a  method  of  increasing  their  in- 
come through  the  use  of  cooperatively 
owned  grazing  land. 

Hoir  May  Loan  Funds  Be  Used 

Loans  may  be  made  to  purchase  land 
leases,  permits,  rights,  and  other  evidence 
of  control  of  land  to  be  shifted  to  the 
development  of  association  grazing  facili- 
ties. Development  may  include  housing 
for  managers  and  caretakers,  farms  and 
corrals,  fencing  and  other  pasture  im- 
provements, and  fees  for  water  rights. 

Who  May  Borrow 

Nonprofit  associations  composed  primar- 
ily of  family-sized  farmers  and  ranchers, 
who  do  not  have  adequate  individually 
owned  or  controlled  grazing  lands ;  who 
need  additional  land  to  produce  income 
to  have  an  adequate  standard  of  living 
and  are  unable  to  provide  such  lands  on 
their  own.  Indians  on  reservations  may 
organize  grazing  associations  and  qualify 
for  assistance,  provided  they  meet  eligi- 
bility  requirements. 


Ratrs  and  Terms 

Interest  rate  is  5  percent.  Terms  not  to 
exceed  40  years  or  the  length  of  the  lease, 
or  the  statutory  limitation  of  the  asso- 
ciation's borrowing  authority.  Maximum 
loan  cannot  exceed  the  present  market 
value  of  the  land.  Recipients  of  grazing 
association  loans  are  subject  to  Title  VI 
of  the  Civil  Rights  Act  of  1964  and  must 
agree  not  to  discriminate  on  the  basis  of 
race,  color,  creed,  sex,  or  national  origin 
by  signing  Form  FmHA  400-4,  "Non- 
discrimination Agreement,"  before  loan 
closing. 

Security 

All  loans  will  be  secured  in  a  manner 
which  will  adequately  protect  the  Govern- 
ment during  the  repayment  period.  A 
mortgage  will  be  taken  on  all  interests  the 
association  has  in  land,  easements,  rights- 
of-way,  water  rights,  and  similar  property 
rights  used,  or  to  be  u.sed,  by  the  associa- 
tion. Loans  on  owned  or  leased  land  held 
in  trust  or  restricted  status  are  subject 
to  applicable  tribal  or  Department  of  In- 
terior regulations. 
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RURAL 

CONSERVATION 

AND 

DEVELOPMENT 

AND 

WATERSHED 

LOANS 


Objective: 

To  assist  eligible  applicants  in  paying 
their  share  of  projects  to  protect  and 
develop  land  and  water  resources. 

How  May  Loan  Funds  Be  Used: 

To  pay  the  local  share  of  flood  control 
dams,  reservoirs,  irrigation  canals,  ease- 
ments, rights-of-way,  and  other  items 
that  will  benefit  and  contribute  to  eco- 
nomic improvement  or  increased  produc- 
tivity of  the  area.  Trust  or  restricted 
land  may  be  included  in  project  plans. 

Who  Ma])  Borrow: 

Agencies  authorized  under  State  laws, 
nonprofit  corporations,  and  qualified  In- 
dian tribal  groups. 


Rates  and  Terms: 

Interest  rates  are  determined  periodically 
and  may  be  ascertained  from  local  Farm- 
ers Home  Administration  oflfices.  Resource 
conservation  and  development  loans  may 
be  made  up  to  $250,000,  and  watershed 
loans  up  to  $5,000,000  (RC&D  and  Water- 
shed). 

Security: 

Loans  will  be  adequately  secured  to  pro- 
tect the  Government  during  the  repay- 
ment period.  Security  may  include 
assignments  of  income  tax  assessments, 
mortgages,  or  real  and  personal  property 
owned  bv  borrowers. 
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IRRIGATION 
AND 

DRAINAGE 
LOANS 


Objective 

To  assist  eligible  Indian  groups  in  making 
the  best  use  of  land  and  water  resources. 

How  May  Loan  Funds  Be  Used: 

Loans  may  be  used  to  install  drainage 
facilities  in  areas  too  wet  for  agricultural 
production ;  install,  rehabilitate,  or  en- 
large irrigation,  soil  conservation,  and 
water  control  facilities  and  purchase 
specialized  equipment.  Trust  or  restricted 
land  may  be  included  in  project  plans. 

Who  May  Borroiv 

An  association  of  Indian  farmers  and 
rural  residents  with  the  legal  authority  to 
construct,  operate,  and  maintain  the  pro- 
posed facility  or  service. 


Rates  and  Terms: 

These  loans  may  be  made  for  a  period  of 
40  years  if  secured  by  real  estate  or  7 
years  if  secured  by  equipment.  Interest 
rates  are  currently  set  at  5  percent. 

Security: 

Loans  will  be  secured  in  a  manner  which 
will  adequately  protect  the  Government 
during  the  repayment  period.  Security 
may  include  mortgage  on  lands  owned  by 
the  borrower ;  a  mortgage  on  equipment 
purchased  with  loan  funds  and  any  equip- 
ment owned  by  the  borrower;  and  an  as- 
signment of  income  for  tax  assessments. 
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Appj:xdix  IX.  Selected  Reports  From  FmHA  Field  Offices 

U.S.  Department  of  Agriculture, 

Farmers  Home  Administration, 

St.  Paul,  Minn.,  July  13,  1978. 
Subject:  FmHA  Indian  Outreach  Program:  Semi-annual  Report,  July  1,  1978. 
To:  Administrator,  USD  A/Farmers  Home  Administration,  Washington,  D.C. 
Attention:  Allen  Murray,  Assistant  to  the  Administrator. 

Enclosed  please  find  a  copy  of  the  "Minnesota  FmHA  Indian  Outreach  Plan.' 
This  plan  will  serve  as  a  part  of  the  subject  report  for  the  state.  Under  the  section 
entitled,  "Goals  and  Objectives"  is  a  list  of  the  particular  implementation  steps 
which  have  been  initiated  in  addressing  the  plan  and  the  stage  of  completion 
of  each. 

Minnesota  FmHA,  through  the  dihgent  efforts  of  its  Indian  Coordinator, 
has  initiated  contact  with  all  Indian  tribes  in  the  state.  Personal  meetings  have 
been  held  with  all  but  one  tribe  which  has  not  responded  to  our  invitations.  Also, 
a  CETA  loan  processor  and  outreach  worker  has  been  hired  to  package  FmHA 
loans  for  Indians  in  northern  Minnesota.  This  is  a  first  step  effort.  After  a  trial 
period  we  look  forward  to  initiating  a  similar  delivery  aide  project  for  Southern 
Minnesota  tribes. 

We  feel  that  the  Indian  Outreach  Program  in  Minnesota  is  off  to  a  positive 
start.  Response  to  our  efforts  with  Indian  peoples  has  been  encouraging.  Com- 
ments or  suggestions  on  the  attached  plan  would  be  appreciated. 

John  F.  Apitz, 

State  Director. 

Minnesota  FmHA  Indian  Outreach  Plan 

(Developed  by  John  Apitz,  State  Director,  Bob  Bourdage,  Indian  Outreach 
Coordinator,  and  the  Minnesota  State  Office  Staff) 

foreword 

This  plan  is  being  developed  as  a  guideline  to  assist  in  delivering  FmHA  services 
to  the  Indian  peoples  of  Minnesota.  It  is  recognized  that  the  amount  of  assistance 
delivered  to  date  is  far  from  what  is  needed  to  do  the  job.  The  reasons  are  many 
and  varied  l^ut  included  are  such  items  as  existing  laws,  lack  of  enabling  legislation 
and  authorities,  lack  of  communications,  cooperation,  understanding  and  will. 

This  plan  aims  at  overcoming  many  of  the  obstacles  that  have  heretofore 
blocked  progress  in  these  critical  areas.  Our  prime  objective  is  to  enhance  both 
social  and  economic  opportunity  for  Indian  peoples  in  rural  areas  off  the  reserva- 
tion. The  entire  Minnesota  FmHA  state  office  staff  has  made  a  strong  commit- 
ment to  meet  this  objective.  An  equally  strong  commitment  will  be  needed  from 
our  county  office  staffs  serving  Indian  communities.  Improvements  and  accom- 
pHshments  will  happen  through  a  concerted  effort  on  the  part  of  the  local  Indian 
people  and  FmHA  working  cooperatively  with  the  civilian  population,  all  phases 
of  government  and  their  supporting  agencies. 

The  program  will  follow  the  guideline  of  the  attached  FmHA  1902-N,  subpart 
N  "Indian  Outreach  Program  Procedure." 

The  program  conducted  will  be  in  compliance  with  requirements  regarding  non- 
discrimination as  contained  in  the  Civil  Rights  Act  of  1964  and  the  regulations 
of  the  Secretary  of  Agriculture  (7  C.F.R.  Sec.  15.1-15.13),  which  provide  that  no 
person  in  the  United  States  shall,  on  the  grounds  of  race,  color,  or  national  origin 
be  excluded  from  participation,  be  denied  the  benefits  of  or  be  subjected  to  dis- 
crimination under  any  activity  receiving  federal  financial  assistance. 

John  F.  Apitz,  State  Director. 
(171) 
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ASSESSMENT    OF    PRESENT    SITUATION 

We  are  operating  in  a  climate  wherein  the  bulk  of  the  Indian  peoples  are  quite 
unfamiliar  with  Farmers  Home  Administration  aims  and  piu-poses.  This  outlines 
part  of  our  educational  and  outreach  effort. 

While  Farmers  Home  Administration  has  made  loans  in  the  past  the}'  have  never 
been  on  scale  and  we  have  been  considered  a  pretty  minor  factor  in  the  over  all 
scheme.  Larger  agencies  such  as  HUD,  EDA  BIA,  HEW,  etc.,  tend  to  occupy 
the  first  thoughts  of  Indian  planners  and  leaders  when  seeking  funds.  This  would 
appear  to  be  a  good  time  to  come  in  with  our  small  action  oriented  program 
and  demonstrate  what  Farmers  Home  Administration  can  do. 

Both  FmHA  and  the  Indian  peoples  can,  at  this  point,  recognize  the  deficiencies 
on  both  parts  that  brought  about  the  lack  of  a  larger  viable  FmHA  program  on  the 
reservations.  This  mutual  recognition  of  that  fact  and  an  understanding  of  past 
mistakes  and  a  mutual  desire  to  correct  those  past  mistakes  is  probably  our 
strongest  building  block.  To  date  we  are  finding  the  Indian  peoples  cooperative, 
interested  in  learning  about  our  programs  and  willing  to  help  implement  them. 
It  presents  an  opportunit}'  to  work  with  them  and  get  a  job  done. 

The}'  seem  most  appreciative  of  our  approach  in  getting  their  ideas  on  their 
needs  and  goals  and  our  offering  to  try  to  apply  our  programs  that  will  work  to 
this  approach.  We  can  likely  coimt  on  a  lot  of  local  expertise  and  assistance  in 
getting  this  job  done  which  will  in  a  large  way  compensate  for  our  lack  of 
personnel  at  present. 

GOALS    AND    OBJECTIVES 

1.  Identify  and  bring  to  light  any  problems  and  obstacles  that  deter  Indian 
peoples  and  tribes  from  participating  in  FmHA  programs.  Started. 

2.  Conduct  an  informational  program  consisting  of  educational  meetings, 
personal  contacts,  pamphlets  and  publications  that  will  keep  the  Indian  peoples 
informed  on  FmHA  programs.  Partially  completed. 

3.  Establish  personal  contact  between  Indian  leaders,  specialists,  and  the 
Indian  peoples  with  FmHA  personnel  in  order  that  all  personnel  are  easily  accessible 
and  all  programs  are  available  on  and  off  the  reservations.  Partially  complete. 

4.  Set  up  an  immediate  flow  of  information  regarding  available  loan  and  grant 
assistance  through  the  Tribal  Executive  Council  down  to  the  individual  recipient. 
The  executive  councils  have  agreed  to  disseminate  this  information.  Almost 
complete. 

5.  Make  immediate  contacts  with  appropriate  officials  of  other  agencies  that 
can  be  of  assistance  to  us  in  this  endeavor.  Partially  complete. 

G.  Enlist  the  support  of  Indian,  non-Indian,  Government  and  other  community 
leaders  in  getting  the  job  done.  Partially  completed. 

7.  Move  the  program  from  the  planning  and  educational  phase  to  the  working 
level  where  loans  are  made  and  results  are  seen.  Started. 

8.  An  immefliate  effort  to  recognize  or  identify  the  needs  of  the  Indian  peoples 
as  seen  l)y  them.  Completed. 

9.  Provide  assistance  in  the  form  of  programs  and  loans  that  will  fulfill  those 
needs.  Started. 

10.  Make  the  effort  to  be  sure  our  people  know  these  people  and  that  each 
understands  the  others  needs,  limitations,  authorities  and  goals.  Partially 
completed. 

11.  Make  a  special  effort  to  tap  the  expertise  of  the  Indian  jjeople  in  all  phases 
of  delivery.  Especiall}'  in  the  areas  of  contacts,  customs,  conununity  support,  etc. 
Done. 

12.  Direct  the  program  to  immediate  identifiable  Indian  needs  such  as  housing, 
land  acquisition,  B.  &  I.,  farmer  programs,  community  services  and  planning. 
Done. 

13.  Analyze  nianpowci-  needs  at  program  d(>liv(>rv  i)oints.  Done. 

14.  Identify  and  intensify  the  program  for  chosen  ai'eas  with  significant  Indian 
populations.  This  will  entail  j)ossil)le  recjuests  for  additional  jxMsonnel  and  funds. 
Started. 

15.  I']nlist  the  aid  of  the  Indian  ix'oples  in  holding  sensitivity  meetings  foi-  our 
peoples  in  those  areas  of  high  Indian  population  to  ensur(>  a  more  understanding, 
synij>athetic  and  willing  force.  Not  started. 

It).  OI)tain  reservation  assistance  at  the  district  and  local  levels  to  identify  and 
obtain  a  woiking  knowledge  of  Ti-ihal  law,  stated  fedeial  law,  treaties,  etc.  that 
affect  the  functioning  of  the  FmHA  operation  with  different  trilx's  and  reserva- 
tions. Not  started. 
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17.  Make  up  ii  directory  of  key  Indian  and  iion-Iiidiaii  leaders,  civilian  leaders 
and  Government  officials  connected  with  Indian  affairs  that  will  serve  as  a  ready 
contact  reference  for  getting  the  job  done.  Indian  directory  almost  complete. 

18.  Make  contacts  with  aj)proi)riate  private  agencies  such  as  hanks,  I-'ederal 
agencies  such  as  HUI),  BIA,  IlKVV,  J*: DA,  etc.,  county,  local  and  area  agencies 
such  as  planning  that  can  provide  financial,  technical  an<l  pul)lic  support  for  this 
endeavor. 

ACCOMPLISHMKNTB    TO    DATK 

We  have  started  to  lay  the  groundwork  in  order  to  me(>t  the  needs  of  the 
Indian  peoples  in  a  careful  and  meaningful  manner. 

It  was  our  intent  to  first  make  the  necessary  key  contacts  and  enhst  the  supjjorr 
of  key  peoples,  Indian  and  non-Indian  who'are  knowledgea))le  in  Indian  afTatsi 
and  can  provide  assistance  in  getting  this  job  done. 

We  feel  that  the  key  is  the  Indian  peoples  and  their  leaders  in  this  endeavor. 
We  hope  to  have  them  identify  their  needs  and  goals  and  we  will  att(>mpt  to 
deUver  the  programs  that  fit  these  needs  by  the  methods  outHned  in  our  goals. 
Our  accomplishments  to  date  are  identified  under  our  goals  as  being  completed 
partially  completed,  in  progress,  etc. 

EDUCATIONAL    PROGRAM 

Start  with  a  series  of  exchange  meetings  or  a  discussion  basis  wherein  Indian 
leaders  and  specialists  can  voice  their  opinions  and  give  us  their  input  as  to  im- 
mediate and  long-term  needs  as  well  as  their  ideas  on  the  best  means  of  accom- 
plishing our  task. 

FmHA  could  at  this  point  provide  an  overview  of  the  programs  that  appear  best 
suited  to  fill  those  identified  needs  and  let  these  people  select  those  programs  or 
parts  of  programs  they  want  to  work  with  and  want  training  in. 

Detailed  meetings  involving  program  chiefs  could  be  easily  held  for  those 
reservations  specialists  when  they  need  to  know  the  inner  working  and  details  of  a 
program. 

Workshops  involving  local  Indian  CAP's,  outreach  workers  and  agency  people 
could  be  put  on  by  the  County  and  District  people  to  train  the  Indian  agency 
people  regarding  differenct  aspects  of  our  programs  or  subjects  ranging  from  regula- 
tions to  servicing  and  packaging  as  their  needs  dictate. 

This  will  not  only  serve  the  educational  process,  but  should  also  further  serve  to 
acquaint  our  people  and  their's  which  at  present  is  badly  needed. 

FMHA    PERSONNEL    ASSIGNMENTS    TO    REACH    OBJECTIVES 

Slate  Director^ i  responsibilities 

1.  Two  reports  per  year  to  the  National  Office  outlining  steps  that  have  been 
and  are  being  taken  to  extend  the  outreach  and  loan  programs  to  the  Indian  people. 
This  would  include  plans  to  accomplish  their  goals. 

2.  A  State  Supplement  to  Farmers  Home  Administration  Instruction  1901-N, 
Subpart  N — Indian  Outreach  Program. 

3.  Overall  direction  of  the  program  with  redelegation  of  portions  to  program 
chiefs,  Indian  coordinator,  county  offices,  etc.  as  appropriate. 

4.  Liaison  with  State  and  Federal  Indian  Organizations  Farmers  Home  Ad- 
ministration National  Office  to  remove  problems  and  obstacles  confronting  the 
Indian  people. 

Indian  coordinator's  responsibilities — (Under  the  supervision  of  the  State  Director 
the  Coordinator  should) 

1.  Identify  the  various  reservations  as  well  as  the  county  offices  and  district 
directors  responsibilities  for  servicing  those  areas. 

2.  Develop  a  plan  for  best  servicing  these  areas. 

3.  Identify  those  situations  where  a  negative  attitude  toward  the  program  might 
exist  and  with  the  State  Director  correct  some  by  education,  relocation,  etc.,  or 
whatever  is  necessary  to  get  the  job  done. 

4.  Be  aware  that  50%  of  the  Indian  population  is  off  the  reservation  and  Hkely 
hurting  worse  in  some  instances  than  reservation  Indians.  A  plan  should  be  set  up 
to  reach  these  people  which  will  be  far  more  difficult  than  those  on  the  reservations. 

5.  Be  aware  of  treaties  and  laws  affecting  each  reservation  in  the  areas  as  each 
will  have  it's  own  peculiarities  and  will  have  to  approach  and  handle  differently. 
A  method  of  feedback  to  the  county  office  to  be  devised. 
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6.  Contacts  to  be  made  with  key  Indian  people  and  agencies  so  we  can  obtain 
notification  of  pertinent  meetings  and  information  being  distributed  and  have 
someone  in  attendance. 

7.  Arrange  contacts  with  key  Indian  and  non-Indian  leaders  and  make  our 
program  and  our  people  servicing  the  area  known. 

8.  Through  these  key  leaders  and  contacts  arrange  for  training  of  the  Indian 
people  so  they  are  aware  of  our  programs.  Also,  effort  should  be  expended  to 
utilize  these  people  where  possible  in  such  areas  as  packaging  distribution  of 
materials  and  information,  etc. 

9.  Keep  the  needs  of  the  Indian  people  in  front  of  Farmers  Home  Administration 
people.  This  would  include  the  division  heads  as  well  as  county  offices.  There  will 
need  to  be  effort  put  forth  by  the  Division  Heads  to  correlate  our  group  type 
loans  in  with  other  agencies  performing  services  for  the  Indian  people.  We  can 
piggy  back  many  of  our  programs  as  well  as  go  some  projects  alone  if  we  are  aware 
of  some  of  the  large  projects  carried  on  b}-  SB  A,  HUD,  BIA,  Public  Health,  etc. 
We  can  supplement  many  ongoing  projects  if  we  are  aware  and  wish  to  participate. 

10.  Provide  at  the  outset  for  some  larger  scale  meetings  to  reach  a  large  number 
of  key  Indian  people  and  alert  them  to  what  we  can  do. 

1 1.  Arrange  for  follow  up  training  and  a  continual  ongoing  outreach  process  via 
the  county  supervisor's  and  Indian  Coordinator. 

12.  Be  alert  to  an\'  backlog  or  special  needs  of  the  Indian  people  with  any  idea 
to  bring  in  or  detail  help  to  get  the  job  done. 

13.  Establish  with  the  State  Director  a  policy  for  recruitment.  Put  special 
emphasis  in  the  cooperation  education  program. 

14.  Alert  county  supervisors  regarding  the  advantages  and  possibilities  of  an 
Indian  County  Committeeman. 

County  supervisor^ s  responsibilities 

1.  Become  aware  of  tribal  structure  and  how  it  operates. 

2.  Become  aware  of  any  peculiarities  in  Tribal  Law.  Federal  Law,  Treaties, 
etc,  that  effect  the  business  and  social  dealings  of  the  reservations  involved  in 
their  counties  so  we  can  effectively  deal  with  problems  that  arise. 

3.  Be  aware  of  current  Indian  thinking,  customs  and  desires  and  goals  so  we 
might  better  work  with  them. 

4.  Make  a  special  effort  to  research  our  loan  programs  and  try  to  better  fit  any 
sections  that  apply  to  Indian  needs. 

5.  Identify  key  Indian  leaders  and  chairmen  on  command  on  the  reservations 
and  learn  who  to  work  with  and  how  to  approach  them  to  get  the  job  done.  The 
wrong  approach  and  wrong  contacts  can  negotiate  lot  of  hard  work  and  effort. 
There  is  a  right  way  and  a  wrong  way  to  work  on  these  reservations. 

6.  Identify  key  people  other  than  the  leaders  such  as  attorneys  and  people  with 
input  and  insight  into  the  problems.  People  such  as  EDA  planners  and  key  BIA 
personnel  are  critical  to  getting  a  direction  in  these  areas.  Their  assistance  can  be 

nvaluable  if  properly  handled. 

i     7.  Be  aware  of  other  agency  programs  on  the  reservation  and  be  alert  to  situa- 
tions where  we  can  participate. 

8.  Consider  setting  up  something  like  a  two  or  four  hour  office  day  once  a  month 
on  some  of  these  key  reservations??  If  the  applications  are  not  too  heavy  at  the 
outset,  the  time  might  be  used  to  correlate  with  Indian  leaders,  program  heads, 
key  people  anfl  even  carry  out  informational  type  work. 

9.  Search  out  and  contact  Inrlian  candifhites  that  could  serve  on  our  County 
Committee  in  those  counties  with  a  good  percentage  of  Indian  people. 

10.  Work  with  the  local  Indian  (iovernment  and  people  to  establish  priorities 
and  identify  needs.  (Jetting  the  people  to  participate  and  identify  will  be  the  key 
to  getting  the  jol)  done. 

1 1.  K(>('p  track  of  tribal  elections,  etc.,  so  new  incoming  leaders  can  be  identified 
and  worked  with. 

12.  Most  reservations  have  newspapers.  These  should  be  kej^t  informed  and  used 
the  same  as  any  other  newspaper. 

13.  Keep  Indian  Youth  in  mind  not  only  for  loans,  but  in  areas  of  recruitment. 
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U.S.   Dkpautmknt  of  Agriculturk, 

Farmkus  IIomk  Administration, 

Wenatchee,  Wash.,  June  20,  U)78. 
Subject:  Report  on  Indian  Outreach  Activities. 
To:  Allen  Murray,  FmllA  Indian  Coordinator,  Washington,  D.C. 

Indian  outreach  in  the  State  of  Washington  is  an  ongoing  program  that  is 
receiving  renewed  emphasis  at  the  county,  district  and  state  level. 

We  feel  the  program  is  progressing  and  that  a  good  understanding  and  f<jun- 
dation  of  communication  has  been  establisherl  which  will  result  in  more  and 
better  service  to  the  Indian  people  of  the  state. 

There  are  31  recognized  triljal  groups  in  the  state  and  23  reservations. 
Activity  since  July  1977  has  included  the  following: 

I.    MEETINGS 

A.  Indian  coordinator  attended  the  Seminar  on  Indian  Outreach  in  Washington 
DC  in  January  1978. 

B.  Met  with  the  regional  BIA  credit  staff  in  Portland,  Oregon  and  discussed 
FmllA  programs  and  BIA  credit  programs.  Also  discussed  ways  and  means  by 
which  FmHA  could  supplement  the  BIA  activity  and  provide  better  service. 

C.  ]\Iet  with  representatives  of  all  the  BIA  agencies  within  the  state  and  con- 
ducted workshop  seminar  on  FmHA  programs.  We  discussed  problem  areas  and 
developed  solutions  to  alleviate  misunderstandings  and  provide  for  open  com- 
munication. A  need  for  a  workshop  meeting  with  tribal  leaders  was  identified 
and  has  been  tentatively  set  for  October  3,  4  &  5,  1978  in  three  locations  in  Western 
W^ashington  (see  attached  Exhibit  A). 

II.  BULLETINS    AND    STATE    DIRECTOR    MEMOS 

A.  Sent  memorandum  from  State  Director  (July  22,  1977)  to  all  county  super- 
visors asking  them  to  personally  contact  tril)al  leaders  to  request  Indian  contact 
persons  be  designated  and  to  discuss  problems  and  solutions  in  providing  services. 
Response  was  excellent. 

B.  Sent  state  bulletin  No.  1892  (1901-N)  to  county  supervisors,  district  direc- 
tors and  program  chiefs  outlining  contents  of  AN  247  (1901-N)  and  further  ex- 
plaining FmHA's  Indian  outreach  responsibilities.  (See  attached  Exhibit  B). 

III.  CONTACTS  WITH  TRIBAL  LEADERS 

A.  Contacts  have  increased  as  a  result  of  renewed  emphasis  at  all  levels.  County 
supervisors  report  that  Indian  activity  at  the  county  level  has  increased  many- 
fold,  in  most  instances.  At  the  state  level,  all  leaders  are  aware  of  the  Indian 
Coordinator  position  and  activity  has  increased  to  at  least  daily  contacts  com- 
pared to  almost  no  contacts  two  years  ago. 

B.  We  have  agreed  with  tribes  on  the  Olympic  Peninsula  to  establish  an  office 
day  at  the  Makah  tribal  headquarters.  Plans  are  to  have  the  county  supervisor 
hold  an  office  day  one  day  per  month  to  explain  FmHA  services,  close  loans  and 
do  other  servicing.  This  will  provide  services  and  eliminate  a  100  mile  drive  to 
the  county  office  at  Port  Angeles.  Tribal  leaders  are  locating  rent  free  space  and 
advising  us  of  the  heh%  day  to  hold  the  office  day. 

C.  The  Indian  Coordinator  has  received  copies  of  tribal  charters  and  corporate 
by-laws.  We  are  in  the  process  of  reviewing  these  documents  in  preparation  to 
sending  them  to  the  OGC  for  review^  and  advice.  We  will  then  advise  the  county 
supervisor  serving  the  reservation  of  any  problems  or  limitations  they  should  be 
aware  of. 

These  are  the  major  activities  that  have  taken  place  or  are  in  process  at  this 
time.  The  January  report,  hopefully,  wdll  summarize  the  results  of  the  past  year's 
activity. 

Martin  E.  Wold, 

Indian  Coordinator. 
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U.S.  Department  of  Agriculture, 

Farmers  Home  Administration, 

Bismarck,  N.  Dak.,  June  26,  1978. 
Subject:  FmHA  Indian  Outreach  Program  Report  as  of  July  1,  1978. 
To:  Administrator,  FmHA,  Attention:  Coordinator  of  Indian  Activities. 

This  is  a  report  on  FmHA  Indian  Outreach  Activities  as  required  by  FmHA 
Instruction  1901-N. 

There  are  four  Indian  Reservations  and  four  offices  serving  these  reservations 
in  North  Dakota.  The  primary  responsil)ility  of  these  offices  is  to  serve  the  needs 
of  the  people  and  this  has  )3een  accomplished  mainly  without  Farmer  Program 
loans  and  assistance.  Due  to  the  depressed  livestock  economy  over  the  past 
four  years  and  drought  conditions  emergency  loans  were  the  priority. 

HUD  in  North  Dakota  has  made  availal)le  housing  under  some  of  their  pro- 
grams. EDA  has  been  involved  in  Industry. 

Farmer  Program  Specialist  Ottmar  visited  with  different  Indian  tribes  and 
Federal  officials  at  a  Naaonal  American  Indian  Cattleman's  Association  meeting 
on  May  12,  1978.  New  FmHA  regulations  were  discussed  which  will  affect  the 
Indian  cattleman. 

An  open  communication  line  is  also  maintained  with  the  Area  Office  of  BIA 
at  Aberdeen,  South  Dakota.  Any  problems  encountered  in  the  field  are  relayed 
to  the  Indian  Coordinator  in  the  State  Office. 

If  any  additional  information  is  needed  please  advise. 

Frederick  S.   Gengler, 

State  Director. 

U.S.  Department  of  Agriculture, 

Farmers  Home  Administration, 

Topeka,  Kans.,  January  3,  1979. 
Subject:   Semi- Annual    Report — Indian   Outreach   Program    FmHA   Instruction 

1901-N  and  1901.655(c). 
To:  Administrator,  FmHA,  Attention:  Coordinator  of  Indian  Activities,  Wash- 
ington, D.C. 
In  August,  our  Chief  of   Farmer   Programs,  Benjamin    R.  Beckham,  made    a 
visit  to  the  Bureau  of  Indian  Affairs  Office  in  Horton  and  visited  with  Nelson 
Wolfe,  loan  supervisor  and  other  Bureau  of  Indian  Affairs  personnel  in  the  office 
on  FmHA.  Also  in  August,  the  County  Supervisor  who  services  the  county  in 
which  the  Bureau  of  Indian  Affairs  Office  is  located  made  a  visit  to  the  office. 
Mr.   Beckham  has  l^een  working  with  the  tribal  planners  in  trying  to  work 
out  an  Indian  land  accjuisition  loan.  Information  ha?    l)een  requested,  but  has 
not  been  received  from  the  planners.  We  must  have  this  material  before  it  can 
be  detei  mined  if  a  loan  can  or  cannot  be  made. 

Our  Indian  Coordinator,  District  Director  William  R.  Brady,  attended  a 
ceremony  on  the  Indian  Reservation  at  Horton,  Kansas,  this  part  summer  for  a 
dedication  for  some  major  improvements  made  as  well  as  for  some  to  l)e  made. 
Mr.  Brady  received  a  call  for  an  appointment  to  work  on  the  planning  grant 
the  tribe  at  Horton  was  working  on,  but  thej'  didn't  show  on  the  appointed  day. 

John  T.   Denykk, 

State  Director. 

U.S.  Department  of  Agriculture, 

Farmers  Home  Administration, 

Orono,  Maine,  July  3,  1978. 
Subject:  P'mHA  Inrlian  Outreach  Program:  Report  as  of  July  1,  1978. 
To:  Allen  Murray,  Assistant  to  the  Administrator,  USD  A -FmHA,  Room  6328-S, 
Washington,  D.C. 
In  accordance  with  paragraph    1901.055  of   FmHA   Instruction    1901-N,   the 
State  of  Maine  is  submitting  a  negative  rej)ort  for  the  past  six-month  perio(l. 

Seth  H.  Bradstheet, 

Stale  Director. 


Appendix  X.  Selfxtp:!)  Communications  From  Indian  Tkibks  and 
Housing  Authorities 

Association  of  Western  Washington  Indian  Housing  Authorities, 

Everett,  Wash.,  October  24,  1978. 
Hon.  James  Abourezk, 

Chairman,  U.S.  Senate  Select  Committee  on  Indian  Affairs, 
Dirksen  Senate  Building, 
Washington,  D.C. 
(Attention:  Alan  Parker,  Chief  Counsel). 

Dear  Senator  Abourezk:  It  is  with  mixed  feelings  of  hope  and  disenchantment 
that  this  Association  undertakes  once  again  to  submit  its  recommendations  for 
changes  in  the  federal  Indian  housing  program.  The  unheard  recommendations 
of  the  past  several  years  have  caused  deep  disenchantment  regarding  positive 
changes  in  the  federal  Indian  housing  program.  At  the  same  time,  since  the 
request  is  coming  from  your  office  and  the  Select  Committee  on  Indian  Affairs, 
our  hope  takes  renewed  vigor  and  we  will  resubmit  our  ideas  and  recommendations. 

First  of  all,  the  Association  is  convinced  that  the  only  one  of  the  options  pre- 
sented that  affords  hope  of  adequate  improvement  in  the  Indian  housing  program 
is  option  d,  to  redefine  Indian  housing  programs.  This  is  not  to  be  interpreted  to 
mean  that  the  total  program  should  be  scuttled  and  everything  replaced,  but 
that  every  aspect  of  every  program  for  Indian  housing  needs  to  be  scrutinized 
and,  if  worthwhile,  reworked.  Against  that  background,  AWWIHA  makes  the 
following  recommendations: 

1.  Designate  HUD  as  the  single  agency  responsible  for  the  development  of 
new  Indian  housing.  This  responsibility  and  authority  should  include  all  phases 
and  aspects  of  housing  development.  HUD  should  have  the  authority  to  require 
appropriate  assistance  from  BIA  and  IHS.  HUD  should  also  receive  increased 
funding  to  meet  its  added  responsibility. 

The  reason  for  this  is  that  the  Interagency  Agreement  cannot  work  with 
adequate  efficiency.  It  allows  each  Agency  to  pass  the  buck  and  to  do  nothing 
while  waiting  for  other  agencies  to  act.  The  internal  complexities  of  BIA  and 
IHS  have  added  to  the  confusion  and  to  the  lack  of  coordination  in  the  HUD 
Indian  housing  program. 

2.  Congress  and  HUD  should  make  allocations  in  money  amounts  rather  than 
in  number  of  housing  units,  so  that  the  market  determines  cost  per  unit  rather 
than  the  complex  and  sabatoging  system  of  prototype  cost  limits. 

The  reason  for  this  is  that  the  current  system  of  allocating  housing  units  forces 
HUD  to  pare  back  the  qualitj'  of  housing  to  achieve  the  quantity  reserved. 
Every  delay  in  production  increases  cost  per  unit  and  inaccurately  low  cost  esti- 
mates set  a  development  budget  lower  than  actual  construction  cost.  When  bids 
prove  higher  than  approved  budgets,  and  money  is  lacking  to  amend  the  A.C.C., 
the  problem  will  be  solved  by  diminishing  either  the  quantity  or  the  quality. 
IHAs  prefer  reducing  quantity  to  retain  quality.  HUD  Area  Offices,  anxious  to 
provide  favorable  statistics,  prefer  to  sacrifice  quality.  However,  this  bureau- 
cratic practice  saves  no  money  because  the  lower  qualitj-  homes  will  need  repair 
within  five  to  ten  years. 

3.  Adapt  the  Davis-Bacon  Act  to  fit  needs  of  construction  on  Indian  Reserva- 
tions, so  that  pre-apprentice  skilled  Indians  can  easily  be  employed  in  building 
houses  on  Reservations. 

The  reason  for  this  is  that  the  Davis-Bacon  Act  protects  skilled  workers  from 
the  unskilled  and  many  Indian  workers  do  not  qualify  as  journeymen  or  appren- 
tices and  pre-apprenticeship  programs  do  not  work  well  on  Reservations,  espe- 
cially smaller  ones. 

4.  Designate  a  team  of  workers  with  each  Area  or  Regional  Office  whose 
primary  responsibility  is  the  production  and  management  of  Indian  housing. 
Design  a  reward  system  for  those  workers  so  that  the  production  of  qualitj'  homes 
for  Indians  is  encouraged  and  so  that  the  management  of  Indian  housing  project 
follows  a  common  sense  approach.  The  multi-family  representative  of  that  team 
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should  have  no  other  duties  outside  of  Indian  housing  and  he  should  have  author- 
ity over  the  work  of  other  HUD  personnel  involved  in  the  production  and  manage- 
ment of  Indian  housing,  so  that  when  dealing  with  Indian  Housing,  they  take  their 
direction  from  that  ]Multi-Family  Representative. 

The  reason  for  this  is  that  the  Area  Offices  have  not  adequately  served  the 
Indian  housing  needs  through  the  present  organization.  The  Director  of  Housing 
position  is  too  far  away  from  the  technical  work  to  impact  effectively  what  happens 
in  Mortgage  Credit,  Engineering,  Cost  Estimating,  Area  Counsel,  and  so  forth. 
It  happens  frequently  that  Finance  interprets  Indian  housing  regulations  to  mean 
the  same  as  other  housing  regulations  and  thereby  undercut  the  intent  of  the 
regulations.  Because  the  Multi-family  Representative  has  no  authority  in  Finance, 
he/she  is  powerless  to  effect  legislative  intent.  It  will  be  argued  that  this  recom- 
mendation is  poor  administrative  policy.  If  the  choice  is  between  administrative 
policy  and  an  effective  housing  program,  the  administrative  polic}'  needs  to  be 
sacrificed.  However,  I  do  not  think  this  recommendation  needs  to  be  poor  admin- 
istrative policy. 

5.  Design  a  comprehensive  Indian  Housing  program  so  that  all  Indians  of  all 
income  levels  can  have  a  decent  house. 

At  present,  there  is  a  hodge  podge  of  programs  in  various  agencies  that  theoreti- 
cally cover  just  about  every  Indians  circumstances.  In  reality,  the  hodge  podge 
fails  the  very  poor  and  the  better  off.  Too  many  extremely  poor  Indians  can  not 
afford  a  house,  not  even  one  given  to  them  as  a  BIA-HIP  house,  because  they  can 
not  afford  to  heat,  and  maintain  it.  Others  are  too  "wealthy"  to  qualify  for  a 
HUD  house  and  are  encouraged  to  take  out  a  FmHA  or  FHA  loan.  Even  though 
the  private  and  non  HUD  federal  financeers  are  not  providing  housing  for  Indians 
because  of  the  Trust  status  of  Indian  land,  HUD  Area  Offices  often  will  not  pro- 
vide homes  to  those  whose  incomes  surpass  FHA  guidelines.  An  Indian  borrowing 
through  the  BIA  or  FmHA  must  agree  to  have  his  land  put  up  for  security.  Con- 
sequently there  is  a  need  for  an  eligibility  design  that  creates  an  opportunity  for 
every  Indian  to  have  a  decent,  safe,  and  sanitary  home.  The  Housing  Authority 
must  not  be  expected  to  subsidize  the  very  poor  in  maintaining  their  home,  which 
is  currently  expected  by  the. utilities  allowance  policy. 

6.  Separate  the  amount  of  money  available  for  administration  from  the  num- 
ber of  units  in  production  and/or  management,  especiallv  for  IHAs  with  less  than 
150  units. 

The  reason  for  this  is  that  there  is  a  minimum  amount  of  management  needed 
no  matter  how  small  the  development.  Requiring  small  Tribes  to  form  consortiums 
in  order  to  provide  the  number  of  units  needed  to  support  management  ignores 
political  realities  on  Reservations.  Putting  the  total  administrative  costs  on  the 
number  of  units  necessitates  the  higher  minimum  payments,  which  eliminates 
poor  people  from  having  housing.  There  should  be  a  subsidization  of  administra- 
tion for  smaller  IHAs. 

7.  Provide  additional  development  money  for  an  IHA  desiring  to  contract  by 
Indian  Preference. 

The  reason  for  this  is  that  Indian  Preference  allows  an  IHA  to  award  a  bid 
to  an  Indian  Contractor  whose  bid  is  10%  higher  than  the  lowest  acceptable  non- 
Indian  bid.  However,  the  additional  10%  must  be  taken  out  of  the  housing  and 
IHAs  prefer  to  invest  the  money  in  housing.  If  HUD  wishes  to  encourage  Indian 
Preference,  it  must  put  up  the  bucks. 

8.  Increase  the  amount  of  money  allowable  for  the  preliminary  loan  to  an 
amount  consistent  with  need. 

The  reason  for  this  is  that  $500  a  unit  is  not  adequate  to  meet  costs  preliminary 
to  ACC. 

9.  Include  the  training  of  IHA  Personnel  as  a  direct  responsibility  of  HUD 
through  regional  training  teams. 

The  reason  for  this  is  the  need  for  training  and  the  need  for  the  trainers  to  be 
available  to  IHA  i)ers()nnel  after  the  initial  training  period. 

10.  Develop  realistic  standards  for  access  roads  to  In<liaii  Housing  develoj)- 
ments,  deijenfient  on  local  conditions  rather  than  Federal  Highway  Standards. 

The  reason  for  this  is  the  waste  of  money  that  occurs  wh(>n  super-adequate 
roads  are  built.  The  lack  of  money  is  cited  for  the  delays  in  i)uil(iing  access  roads. 
By  more  efficient  use  of  funds,  fewer  delays  would  occur. 

11.  Develoj)  a  comprehensive  land  program  for  Indian  Tril)es  that  will  guar- 
antee useable  land  for  housing  for  all  Tribes  and  giv<>  to  non-IRA  Tribes  the  same 
authorities  IRA  Tribes  have  for  the  i)urchase  of  fee  land  and  transfer  of  it  to 
Trust  status. 
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Again,  the  policy  regarding  the  purchase  of  land  by  Tribes  and  its  transfer  to 
Trust  status  is  piecemeal.  Over  the  years,  various  bills  i)assed  in  (congress  have 
developed  various  land  policies.  Non-IRA  Tribes  are  especially  penalize(l  by  the 
gerry-mandered  situation.  All  sni;dl  Tribes  find  it  financially  impossible  to  pur- 
chase land.  The  lack  of  land  useable  for  housing  is  a  critical  f)robleni  in  Western 
Washington  and  a  practical  and  comprehensive  policy  regarding  land  needs  to 
be  developed. 

12.  Devise  a  policy  whereby  the  best  use  of  land  for  housing,  rather  than  the 
least  expensive,  governs  the  system  of  sewage  disposal  to  be  used. 

The  reason  for  this  is  that  useal)le  land  for  housing  is  scarce  on  Western  Wsah- 
ngton  Indian  Reservations.  It  therefore  is  logical  to  intensify  the  number  of 
units  per  acre  to  an  optimum  density.  As  the  system  now  exists  HUD  pays  for 
the  land  and  IHS  determines  the  maximum  density  and  then  II  Ul)  pays  for  the 
sewage  system.  Southern  Puget  Sound  Intertribal  Housing  Authority  wiiis  refused 
oflF-site  sewage  treatment  systems  by  IHS  on  the  grounds  that  insufhclent  need 
existed.  Need  was  measured  only  in  number  of  units  to  be  built  in  the  current 
Program  Reservation.  Since  individual  drain-fields  then  had  to  be  built,  the  site 
could  support  about  half  what  it  could  have  otherwise  supported.  Because  the 
land  was  purchased  for  the  development  and  on-site  drain  fields  were  built,  HUD 
paid  for  both;  IHS'  expenses  were  only  those  of  existing  staff  and  mileage.  Fur- 
thermore, the  IHA  must  also  look  for  additional  land  for  furtherhousing.  With  a 
different  IHS  decision,  HUD's  housing  money  could  have  gone  further  and  the 
acreage  could  have  provided  for  nearly  twice  the  number  of  u  nits. 

13.  When  BIA  or  IHS  are  to  be  involved  in  the  approval  of  a  site,  provide  a 
clear  and  reasonable  time  limit  for  determination  of  usability  and  a  ban  on  fur- 
ther review  or  requirements  after  approval  is  granted. 

The  reason  for  this  is  that  unnecessary  delays  take  place  in  both  IHS  and  BIA. 
In  IHS  the  delays  are  in  percolation  testing,  reviewing  of  Schematic  designs  and 
working  drawings,  well  drilling,  and  approving  engineering  designs  and  drawings. 
In  BIA  the  delays  usually  occur  in  lease  approvals  and  access  road  construction. 
There  should  be  a  time  table  within  which  these  activities  take  place  so  that 
delays  do  not  occur. 

14.  Confine  the  BIA-HIP  Program  to  housing  needs  other  than  the  construc- 
tion of  new  housing.  Put  emphasis  on  the  renovation  of  existing  structure  or 
down  payment  for  a  conventional,  BIA  or  FmHA  loan. 

The  reason  for  this  is  to  avoid  situations  wherein  some  families  have  payment- 
free  housing  and  others  do  not.  Families  do  not  distinguish  between  HIP  built 
homes  and  HUD  built  homes.  The  occupants  of  HIP  homes  expect  HUD's 
services  and  the  occupants  of  HUD  homes  expect  the  payment-free  homes  their 
HIP  neighbors  enjoy. 

15.  Resident  Training  and  Counseling  Programs  should  be  funded  for  a  three 
year  period,  with  clear  guidelines  regarding  the  role  and  responsibilities  of  RTCP 
personnel,  the  training  to  be  given  them,  the  training  to  be  given  residents,  and 
the  reporting  to  be  done. 

The  reason  for  this  is  to  insure  an  on-going  program  of  assistance  to  residents 
in  learning  the  care  and  maintenance  of  their  homes.  One-shot  approaches  waste 
money.  The  BIA  Homebuyers  Training  Program  should  be  transferred  to  HUD 
to  escape  the  638  Contract  trap.  The  responsibilities  of  RTCP  personnel  seems  to 
need  clarification  and  their  training  also  needs  to  be  regionalized. 

Finally,  I  am  enclosing  the  Position  Paper  AWWIHA  circulated  last  spring. 
It  covers  very  much  the  same  points  but  does  not  recommend  many  specific 
actions.  Also,  Mr.  Les  Rutledge,  Executive  Director  of  Southern  Puget  Sound 
Intertribal  Housing  Authority,  submitted  the  Position  Paper  done  by  AWWIHA 
in  December,  1976.  As  you  can  see,  AWWIHA  has  been  very  consistent  in  its 
recommendations  and  the  resulting  changes  have  been  too  few.  We  are  hopeful 
that  the  Indian  housing  program  will  be  redefined,  that  the  Senate  will  have  the 
wisdom  and  courage  to  take  the  leadership  in  this  matter,  and  that  the  self- 
serving  interests  of  the  agencies  involved  in  producing  Indian  housing  will  be 
sacrificed  to  the  needs  of  Indian  housing,  and  that  the  necessary  financial  support 
will  be  found  to  meet  the  commitment  of  Congress  to  house  Indian  people. 
Sincerely, 

Theodore  J.  St.  Hilaire, 

Executive  Director. 
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Navajo  Housing  Authority, 
Window  Rock,  Ariz.,  December  5,  1978. 

Senate  Select  Committee  for  Indian  Affairs, 
Indian  Housing  Legislative  Session. 

The  Navajo  Housing  Authority  hereby  submits  its  comments  and  recommen- 
dations for  Indian  Housing  Programs. 

Prototype  house-prototype  cost 

The  Navajo  Housing  Authority  believes  the  prototype  house  and  prototype 
cost  concept  should  ])e  eliminated.  The  Navajo  Reservation  is  very  large  with 
varied  climatic  conditions.  The  prototype  house  using  the  same  minimum  property 
standards  is  not  necessarily  desirable  in  terms  of  cost  because  the  same  building 
reciuirements  are  not  necessary  in  warmer  areas  of  the  reservation. 

HUD  should  consider  the  reasons  for  the  high  cost  of  housing  on  the  reserva- 
tions. Some  of  the  factors  to  consider  are  the  isolation  factor,  distance  from 
suppliers,  laljor  market,  the  scare  factor  (tribal  courts,  no  lien  laws),  Indian 
Employment  Preference  requirements  and  the  amount  of  construction  activity 
in  areas  contiguous  to  the  reservation  which  all  contribute  to  the  high  cost  of 
Indian  housing.  HUD  should  therefore  increase  funding  for  housing  on  the 
reservation. 

Contractors  know  the  prototype  cost  so  naturally  they  bid  the  maximum 
amount  of  the  prototype  cost. 

Recommendation 

Let  the  Indian  Housing  Authorities  design  the  house  the}^  desire,  submit  it  to 
PIUD  for  their  approval.  Once  HUD  approves  the  design,  then  HUD  should  fund 
the  construction  of  the  dwelling  not  matter  what  the  cost. 

Davis-Bacon  minimum  wage  requirements 

The  Navajo  Hounng  Authority  agrees  with  the  minimum  wage  requirements. 
Public  housing  programs  are  not  just  to  construct  dwellings  Other  purposes  are 
to  the  greatest  extent  feasible  to  provide  appienticeship  and  training  programs, 
to  provide  employment  for  for  local  Indian  residents,  and  to  provide  the  vehicle 
to  promote  local  Indian  businessmen. 

It  is  also  necessary  to  be  aware  of  the  fact  that  with  all  of  the  other  activity 
on  the  reservation  and  the  surrounding  areas  unless  Davis  Bacon  wages  or  more 
are  paid  it  is  impossible  to  attract  laljorers  for  construction  of  dwellings. 

Recommendation 

Seek  alternate  funding  sources  from  other  federal  agencies  such  as  the  Depart- 
ment of  Lal)or  to  pay  for  apprenticeship  and  training  programs  and  other  sources 
to  assist  minority  Ijusinessmen  rather  than  forcing  the  housing  construction 
program  to  shoulder  the  entire  cost  burden. 

Delivery 

The  delivery  of  Indian  housing  is  slowed  considerably  by  having  a  regional 
office  1,000  miles  from  the  Indian  housing  activity  and  the  delays  in  transmittal 
of  documents  and  approval  of  programs  suffer. 

Recommeii  daiio  n 

Decentralize  the  HUD  icgional  office  by  the  following: 

1.  Locate  the  area  office  closest  to  the  greatest  concentration  of  Indian  housing 
authorities  with  the  techiiica!  and  administrative  II  UI)  staffs  Icn-ated  on  the  scene; 

2.  (;ive  the  area  office  the  authority  and  responsibility  of  assisting  with  the 
development  and  management  of  the  Indian  j)rograms; 

3.  Impose  a  requirement  that  HUD  act  within  a  10  day  limit,  should  HUD  not 
act  in  a  timely  manner  the  requested  ai)proval  will  be  automatic.  \\\  other  words 
if  HUD  does  not  act  then  approval  is  automatic; 

Financing 
Recommendation 

Create  a  rehabilitation  or  nioderi/.ation  program  funded  by  Ilin)  for  mutual 
help  houses. 

Increase  the  special  family  subsidy  of  $10  to  $20. 
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The  Navajo  Housing  Authority  also  roquosts  that  you  consider  copies  of  lottors 
to  Secretary  Harris  and  Senator  Brooke  as  its  position  and  recommendations. 
The  copies  are  attached  hereto  and  incorporated  herein  by  reference. 
Respectfully  submitted, 

Roy  Clevkland, 
Acting  Executive  Director, 
Navajo  Housing  Authority. 

QuiNAUi.T  Indian  Nation, 
Taholah,  Wash.,  October  G,  1078. 

Mr.  Alan  ParkeR; 

Chief  Counsel,  U.S.  Senate  Select  Committee  on  Indian  Affairs, 

Washington,  D.C. 

Dear  Mr.  Parker:  Thank  you  for  your  letter  of  September  11th,  concerning 
the  indentification  of  problems  and  possible  solutions  to  the  present  crisis  in 
Indian  housing. 

The  contents  of  your  work  regarding  Indian  housing  is  extremely  important 
in  resolving  the  deplorable  housing  conditions  on  Indian  reservations. 

You  and  your  staff  are  to  be  commended  for  all  of  the  effort  you  put  in  the 
development  of  corrective  legislation  for  reversing  the  endemic  crisis  in  Indian 
housing. 

Sincerely, 

N.  M.  Baran, 
Economic  Development  Planning  Director. 

review  of  proposed  legislative  options 

Option  A. — Consolidate  and  centralize  the  Federal  Indian  housing  delivery 

This  is  by  far  the  most  promising  option  in  arresting  the  crisis  in  Indian  housing. 
It  would  help  to  resolve  the  most  serious  problems  existing  at  the  present  time 
(as  outlined  in  the  accompanying  Indian  housing  crisis  brief).  However,  the  four 
separate  agencies  must  be  consolidated  or  at  least  must  be  made  to  conform  to  a 
uniform  Indian  housing  code. 

Option  B. — Make  Indian  housing  a  high  Federal  priority 

It  is  difficult  to  understand  that  this  option  has  been  neglected  for  so  long. 
One  of  the  problems  of  Indian  housing  is  precisely  because  Indian  housing  has 
not  commanded  a  high  Federal  priority  (see  No.  1  in  attached  Crisis  in  Indian 
Housing).  This  is  also  probablj^  one  of  the  reasons  why  the  various  government 
agencies  have  been  so  inefficient  in  administering  Indian  housing  programs. 

Option  C. — Inter-agency  coordination 

It  is  unlikely  that  this  option  would  solve  the  existing  Indian  housing  problems. 
The  inter-agency  coordination  efforts  have  not  worked  well  in  the  past  and  are 
prone  to  fail  in  the  future  because  there  is  too  much  competition  among  the 
housing  agencies.  Further,  the  multiple  agency  system  as  practiced  in  the  past 
is  inefficient,  unresponsive,  and  insensitive  to  Indian  housing  needs.  In  addition, 
it  shrinks  the  availability  of  Indian  housing  funds  because  a  large  portion  of  the 
funds  are  funneled  into  administrative  expenses  to  cover  duplicated  services. 

Option  D. — Redefine  Indian  housing  programs 

This  would  be  an  excellent  option  if  it  was  combined  with  Option  B.  The  end 
result,  however,  should  consist  of  establishing  a  comprehensive  Indian  housing 
program  which  would  include  a  definitive  commitment  to  making  Indian  housing 
a  high  national  priority  with  sufficient  legislative  clout  for  the  construction  of 
good  housing  for  Indians.  Some  programs  should  include  provisions  whereby 
Indians  could  eventually  own  their  own  houses. 

N.  M.  Baran, 
Economic  Development  Planning  Director. 

CoNi  Wilson, 
Quinault  Housing  Authority  Director. 
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CRISIS    IN    INDIAN    HOUSING:    QUINAULT    INDIAN    NATION    CASE 

The  Quinault  Indian  Nation  is  one  of  the  most  populous  Indian  Tribes  in  the 
State  of  Washington.  Most  of  the  Quinault  Indian  population  is  concentrated  in 
the  coastal  fishing  communities  of  Taholah  and  Queets.  However,  because  of  the 
chronic  housing  shortage,  nearly  one-half  of  all  Quinault  Indian  families  are  forced 
to  reside  off  the  reservation  in  the  localities  of  Aberdeen,  Hoquiam,  Copalis,  and 
IMoclips,  which  are  as  far  as  40  miles  away. 

Although  36  new  HUD-aided  housing  units  are  scheduled  for  construction  by 
the  end  of  1978,  housing  applications  continue  to  greatly  exceed  available  dwell- 
ings. And  in  many  cases  the  waiting  period  for  housing  starts  and  construction 
completions  often  extends  to  five  3'ears.  The  central  problem  is  simply  that  too 
few  houses  are  being  constructed  too  late. 

The  crisis  in  Indian  housing  is  expected  to  get  much  worse  for  the  Quinault 
Indian  Nation.  The  local  Indian  population  has  increased  dramatically  over  the 
past  five  years — growing  at  an  annual  average  of  13.9  percent,  as  against  a  popu- 
lation growth  rate  of  only  0.58  percent  for  neighboring  Grays  Harbor  Count}'. 
An  array  of  social  and  institutional  pressures  are  reaching  crisis  proportions — 
meanwhile  the  Quinault  Indian  population  is  forecasted  double  within  six  years. 

The  economic  realities  reflect  an  overwhelming  need  for  immediate  relief  in 
additional  Indian  housing,  medical  care  and  social  service  assistance.  The  severe 
Indian  housing  problems  is  a  causal  factor  to  the  harsh  social  indicators,  where 
the  incidence  of  Indian  suicide,  violent  crimes,  alcoholism,  drug  abuse,  and 
unemployment  continue  to  multiply  at  the  rate  of  three  times  the  national  average. 

The  problems,  along  with  possible  solutions  to  the  present  crisis  in  Indian  hous- 
ing, are  extremely  complex  and  difficult  to  reconcile.  In  the  process  of  establishing 
an  adequate  housing  program,  the  Quinault  Indian  Nation  has  been  confronted 
with  numerous  problems  among  which  the  following  proved  to  be  the  most  serious: 

1.  As  a  nation,  the  United  States  is  concerned  about  economic  inequalities,  but 
there  seems  to  be  no  consensus  for  a  commitment  to  any  particular  change  in  the 
overall  pattern  of  economic  inequality,  particularly  in  the  pattern  of  Indian 
economic  inequalitj'. 

2.  A  contributory  problem  to  the  crisis  in  Indian  housing  results  from  the 
Federal  Government  to  effectively  coordinate  Indian  housing  programs.  With  the 
various  federal  housing  agencies,  it  is  often  difficult  to  comply  with  each  agency's 
regulations.  A  uniform  code  for  Indian  Housing  is  necessary. 

3.  With  the  excessive  over-regulation  of  Indian  Housing,  it  is  sometimes  impos- 
sible to  find  contractors  who  are  interested  in  building  Indian  houses.  Often,  the 
less  qualified  contractors  are  awarded  Indian  housing  contracts — resulting  in 
inferior  Indian  houses. 

4.  Indian  housing  is  not  consistent  to  economic  realities.  Indian  housing  is 
allocated  by  house  units  rather  than  dollar  units.  This  results  in  the  prescribed 
units  of  houses  to  be  mass  produced  with  the  cheapest  materials  available — which 
generally  deteriorate  before  their  economic  life. 

5.  Because  of  the  excessive  delays  in  the  Indian  Housing  Agencies,  it  takes  much 
too  long  to  get  Indian  houses  built.  Result — the  long  waiting  periods  arc  respon- 
sible for  increased  housing  costs,  which  arc  due  to  inflationary  pressures  and  frus- 
trated contractors  voiding  their  contracts. 

6.  The  various  Indian  housing  agencies  are  unresponsive  to  Indian  housing  needs. 
Often  Indian  houses  are  not  allocated  according  to  realistic  Indian  housing  needs. 
Also,  there  exists  excessive  competition  within  the  various  goveinment  agencies 
which  works  against  and  delays  the  construction  of  Indian  housing. 

7.  The  allocation  and  budgeting  of  Indian  housing  funds  are  simply  not  sufficient 
for  the  needs  of  adequate  Indian  housing.  Also,  moi'e  houses  could  l)e  built  faster 
if  all  Indian  housing  could  be  consolidated  under  one  agency. 
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"The  Congress  hereby  declares   that 
the  general   welfare  and  security 
of  the  nation  and   the  health  and 
living  standards  of  its  people 
require... the  realization  as  soon 
as  feasible  of  the  goal   of  a  decent 
home  and  a  suitable  living 
environment  for  every  American 
family," 
— Housing  Act  of  1949. 
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The  U.S.  Department  of  Agriculture  defines  a  substandard  housing  unit 
one  which  is  either  dilapidated  or  lacks  complete  plumbing. 


*  Unless  otherwise  noted,  "rural"  refers  to  those  areas  which  are  not 
Standard  Metropolitan  Statistical  Areas (SMSA's)  as  defined  by  the  U.S 
Bureau  of  the  Census.   As  of  1975,  residents  of  non-SMSA's  represented 
27%  of  the  total  U.S.  population. 
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STATISTICAL  HIGHLIGHTS 


*  There  are  nearly  four  million  substandard  housing  units  in  this 
country.   Half  of  them  are  occupied  by  rural  residents. 

*  Of  the  2.7  million  housing  units  without  complete  plumbing, 
1.7  million(63%)  are  located  in  rural  areas. 

*  More  than  2  million  housing  units  lack  complete  kitchen  facilities. 
60%  of  them  are  in  rural  regions.^ 

*  Rural  areas  account  for  one-third  of  all  overcrowded  housing 
units  and  for  40%  of  those  severely  overcrowded . ^   (The  federal 
government  defines  overcrowding  as  more  than  one  person  per  room.) 

*  61%  of  all  American  Indians  live  in  substandard  housing. 

*  There  are  30  million  U.S.  citizens  who  live  in  housing  which 
is  overcrowded  and/or  lacks  complete  plumbing.   46%  of  these 


FEDERAL  PROGRAMS 

From  FY  1975  thru  FY  1977,  the  federal  government  spent  about  $100  billion 
on  housing  construction  and  rehabilitation.   In  these  three  years,  it  has 
assisted  in  the  provision  of  approximately  one  million  housing  units. 
36%  of  these  federally  subsidized  units  have  been  in  rural  areas.  The 
largest  federal  housing  agency  is  the  Department  of  Housing  and  Urban  Develop- 
ment (HUD).   Two  other  agencies — the  Farmer's  Home  Administration (FmHA)  and 
the  Bureau  of  Indian  Affairs (BIA) —administer  programs  specifically  designed 
to  meet  rural  housing  needs. 

HUD 

Lower-Income  Rental  Assistance (Section  8) 

Section  8,  HUD's  largest  subsidized  housing  progreim,  began  in  1975. 
Under  it,  HUD  gives  financial  assistance  to  lower  income  tenants  whose  rent 
exceeds  25%  of  their  adjusted  income.   In  addition,  developers  may  submit 
proposals  for  substantial  rehabilitation  or  new  construction.   On  approval 
of  the  proposal,  HUD  contracts  to  subsidize  the  housing  units  which  will 
be  occupied  by  eligible  families. 

By  the  end  of  FY' 77,  HUD  had  provided  assistance  on  560,000  Section 
8  housing  units,   80%  of  these  were  in  urban  areas i  20%  in  rural  areas. "* 

Other  HUD  Programs 

In  addition  to  Section  8,  HUD  has  four  other  smaller  programs  which 
subsidize  housing  construction:  Home  Ownership  Assistance  for  Low-  and 
Moderate-Income  Families (Section  235);  Rental  and  Cooperative  Housing 
Assistance  for  Lower-Income  Families (Section  236);  Rental  Housing  for  the 
Elderly;  and  Low-Income  Public  Housing.   Altogether,  these  programs 
accounted  for  about  135,000  housing  starts  between  FY'75  and  FY'77, 
Less  than  one-fourth  of  these  housing  units  were  in  rural  America. 
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FmHA 

Home  Ovmership  Loans (Section  502) 

The  purpose  of  this  program  is  to  provide  loans  for  construction  and 
improvement  of  rural  dwellings.   Over  half  of  all  Section  502  borrowers 
are  eligible  for  interest  credits  which  can  reduce  the  effective  interest 
rate  on  the  loan  to  as  low  as  1%.   The  amount  of  interest  credit  is  based 
on  the  borrower's  income  and  family  size. 

From  FY' 75  thru  FY '77,  FmHA  funded  about  200,000  housing  starts  under 
Section  502  w/ interest  credit.^  About  two-thirds  of  these  housing  units 
were  rural. ^ 


Other  FmHA  Programs 

FmHA  subsidizes  rural  housing  projects  under  three  additional  programs; 
Home  Repair  Loans  and  Grants (Section  504);  Rural  Rental  Housing  Loans 
(Section  515;  and  Farm  Labor  Housing  Loans  and  Grants (Section  514/516). 
Fran  1975- '77,  these  three  programs  paid  for  approximately  82,000  housing 
vmits.   About  57,000  were  in  rural  areas. ^ 
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BJA 

Housing  Improvement  Program (HIP) 

HIP  was  created  in  1965  to  provide  better  housing  for  Indians  who, 
because  of  extreme  poverty  or  other  reasons,  eire  unable  to  participate  in 
other  federal  housing  programs.  As  of  1977,  HIP  had  assisted  about  45,000 
housing  units. ^ 
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^25  Years  of  Housing  Progress  in  Rural  America,  Ronald  Bird  and  Ronald  Kampe, 

USDA,  Economic  Research  Service  Report  No. 373,  June  1977. 
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Census,  1978. 
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*FY'77,'78  &  '79  Summary  of  HUD  Budget,  U.S.  Department  of  Housing  and 

Urban  Development. 
^1976  Statistical  Yearbook  of  the  U.S.  Department  of  Housing  and  Urban 
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